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This article is based on interviews conducted at entrances of stores 
located in the 34th Street and lower Fifth Avenue areas during the 
spring of 1955 by students of the New York University School of 
Retailing as a part of their regular training in retail research. Over 
three thousand interviews were obtained by undergraduate students 
under the supervision of a committee of graduate students, includ- 
ing: Mark E, Levy, Ernest Mar, Howard Peyton, and Jay M. Pit- 
lake. Harry Steinberger assisted with the supervision. 


The move of Ohrbach’s to 34th Street 
about one year ago has had consider- 
able impact upon the shopping traffic 
patterns of the area. Compared with 
1954, relatively twice as many shoppers 
on lower Fifth Avenue in 1955 planned 
to visit stores on 34th Street ; further- 
more, there was a sizable increase in 
shoppers on 34th Street who planned to 
go to lower Fifth Avenue. The new 
Ohrbach’s location, it would seem, has 
served as a bridge for shopper traffic 
flow between the two areas. In addi- 
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tion, Ohrbach’s has strengthened the 
shopper appeal of the district. Today 
the composite pulling power of 34th 
Street-lower Fifth Avenue stores is 
attracting more shoppers directly to 
the area and is holding them there once 
they arrive. In other words, Ohrbach’s 
is doing what McCreery’s apparently 
failed to do. These findings highlight 
the latest shopping survey conducted 
by the Research Division of the New 
York University School of Retailing. 
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Conduct of Survey * 


This survey of the personal back- 
grounds, shopping habits, and prefer- 
ences of shoppers in the 34th Street- 
lower Fifth Avenue areas is the sixth 
in a series of shopping surveys con- 
ducted by the Research Division of the 
New York University School of Retail- 
ing. The series is conducted annually to 
provide graduate and undergraduate 
students of the School of Retailing with 
practical experience in research. Each 
survey also makes available a fund of 
data for the use of the stores in each of 
the two areas under scrutiny. 

This particular survey is second in a 
series of two; the first was completed 
after the closing of McCreery’s and 
prior to the opening of Ohrbach’s at the 
new location on 34th Street. In this 
study, an attempt is made to analyze 
the impact of Ohrbach’s on the shop- 
ping traffic patterns of the two areas 
concerned. 

Nine leading department and spe- 


cialty stores co-operated in this study, 
five in the 34th Street area and four in 
the lower Fifth Avenue area between 
34th Street and 42d Street. Under- 
graduate students, supervised by a com- 
mittee of four graduate students, were 
stationed at store entrances with in- 
structions to interview shoppers leay- 
ing the nine stores regardless of 
whether or not the shoppers were carry- 
ing packages. All interviews were con- 
ducted between the hours of 11 :30 a.m. 
and 5:30 p.m. during the week of Mon- 
day, March 21, through Saturday, 
March 26, with the exception of Thurs- 
day, March 24, when interviewing con- 
tinued until 9 p.m. 

The data were machine-tabulated and 
analyzed for individual stores, initially, 
then for each of the two areas, and for 
all the stores as a group measured 
against the findings of the survey con- 
ducted in 1954. These findings are pre- 
sented in tabular form for the conven- 
ience of the reader. 


PART I. THE SHOPPERS 


1. There were relatively more fe- 
male shoppers on lower Fifth 
Avenue than on 34th Street. 


Si Female Male 
65 35 
86 14 
87 13 
34th Street*......... 72 28 
5th Avenuey......... 89 11 
77 23 


2. 3 in 5 of the shoppers were 
married. 


Leaving 
Store Married Other 

62 38 
50 50 
56 44 
62 38 
34th Street .......... 62 38 
Sth Avenue ......... 57 43 
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3. 2in 3 shoppers had no depend- 


ent children. 

Shoppers Had Dependent Children 
Leaving 
Store Yes No 
34 66 
43 57 
37 63 
5th Avenue ......... 31 69 


5. There were relatively more em- 
ployed persons among 34th 
Street shoppers. 


Shoppers Employed 
Leaving 
Store Yes No 
58 42 
44 56 
55 45 
49 51 
34th Street ......... 57 43 
5th Avenue ......... 51 49 


* A composite figure of five of the above stores 
that are located in the 34th Street area. 

+A composite figure of four of the above stores 
that are located on 5th Avenue between 34th and 
42d Streets. 


1 All the previous surveys have been published in 
the JournaL oF RetartinG. The first two appeared 
in Volume XXVII, No. 3 (Fall 1951) under the 
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4. Most shoppers lived within city 


limits. 

Shoppers Resided in City 
Leaving r 
Store Yes No 
34th Street ......... 76 24 
Sth Avenue ......... 71 29 


6. Nearly half of the employed 
shoppers worked within a ten- 
minute walk from the store 
where interviewed. 


Shoppers Employed Nearby 
Leaving r 
Store Yes No 
47 53 
44 56 
45 55 
48 52 
56 44 
SM 47 53 
5th Avenue ......... 49 51 


titles of “Introducing Tippie, V.I.C.,’’ a survey of 
Manhattan career girls, and “‘Ask Your Customer,” 
a survey of 14th Street shoppers; the third appeared 
in Volume XXVIII, No. 3 (Fall 1952); “Do You 
Know or Are You Guessing?” a survey of 34th 
Street shoppers, and ‘‘Are Walkouts Too High 
Among Lower Fifth Avenue Shoppers?” Volume 
XXIX, No. 3 (Fall 1953); the fifth appeared in 
Volume XXX, No. 3 (Fall 1954). 
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7. More than 1 in 3 shoppers had family incomes in excess of $150 


a week. 

Shoppers $151 $101 $61 $60 
Leaving or to to or 
Store More $150 $100 Less 

34 25 17 8 

36 21 21 8 
cit 34 23 19 11 
36 26 16 7 
37 23 21 9 
37 27 16 6 

33 25 19 8 
38 24 20 7 


PART Il. THEIR SHOPPING HABITS. 
8. Proportionately more 34th Street shoppers used the subway. 


Shoppers 
Leaving 
Store Subway Bus Train Walking 

56 13 8 11 
60 15 13 4 
58 11 8 10 
45 22 8 16 
28 30 7 18 
Pitiewscactasaiasseses 39 25 12 8 
path Street... 56 14 8 12 
5th Avenue .......... 38 24 9 14 


Refused 
to 
Answer 


16 


Auto 


9. More shoppers on Fifth Avenue had been “shopping around.” 


Shoppers Came to Store Where Interviewed from 
Leaving 
Store W ork Another Store Other 


<) 


12 
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10. Relatively more Fifth Avenue shoppers had come from a store 
outside the area. 


Came to Store Where Interviewed 
from Another Store on 


Shoppers 


11. More shoppers on Fifth Avenue planned to visit other stores. 


Going A fter Interview 


Shoppers Back Visit bs 
Leaving to Another Somewhere 
Store Work Store Else 


12. Of the shoppers going to another store, a majority planned to visit a 
store in same area. 


Going After Interview to 
Another Store on 


Shoppers 


Leaving Other 

Store 34th Street 5th Avenue Location 
28 60 12 
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14. 3 in 10 shoppers prefer to 
shop evenings. 
Prefer to Shop 


13. 4 in 5 suburbanites shopped 
at branch stores. 
Shop Branch Stores 


Leaving Regu Occa- Shoppers Noon 6 pm. 
Store larly sionally Never Leaving Before to to 
20 55 25 42 31 | 
25 56 19 2 44 34 L 
29 49 22 30 37 33 
E 19 59 22 18 52 30 
28 45 27 25 46 29 
31 49 20 26 48 26 
39 49 12 27 49 24 
36 52 12 24 50 26 
34th Street .. 23 54 23 34th Street .. 25 43 32 
5th Avenue . 34 48 18 5th Avenue . 25 48 27 
PART THEIR PURCHASES 
15. More shoppers left lower 16. About 2 in 5 shoppers walked — 
Fifth Avenue stores without out of stores without having 
making a purchase. made planned purchases. | 
Store Yes No Leaving 
Store Yes No 
52 48 60 40 
59 41 67 33 
37 63 63 37 
34th Street .......... 51 49 Street... 63 a7 
5th Avenue ......... 39 61 5th Avenue ......... 61 39 
17. .. . and listed “inadequate merchandise selection” as their main 
reason for not buying.7 
Shoppers Price Out 
Leaving Inadequate Poor Too Just of 
Store Selection Service High Looking Stock Other 
80 1 5 8 12 8 
59 5 10 9 10 8 
70 2 4 8 10 6 
70 3 7 4 10 8 
ae 67 2 4 12 9 6 ” 
73 1 9 5 7 8 | 
76 1 5 6 9 6 
76 4 8 5 7 6 
69 3 7 7 10 8 
5th Avenue ........... 73 2 6 7 8 6 F 
76 3 7 7 9 7 
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18. Over half of those who made purchases bought women’s items.+} 


Classification of Merchandise Purchased 


Men’s 
17 
20 
3 
29 
11 
11 
8 
19 
5th Avenue ........... 9 


Women's 


PART IV 


48 
34 
81 


Children’s 


9 


Home 
Furnishings 


17 
20 


wn | SON 


SHOPPERS’ APPRAISAL OF STORES 


19. The shoppers rated one store as offering outstanding values. 


Store A 
27 
10 
11 
13 
8 
3 
5 
9 
34th Street ......... 13 
5th Avenue ......... 6 
11 


t Figures in this table and all subsequent tables similarly marked do not total 100 per cent since some 


respondents gave more than one answer. 


B 
37 
52 
28 
37 
41 
24 
20 
20 
20 


41 
21 


36 


l 


Ww 


3 


CNO SALMO 


§ Another store in the 34th Street-Fifth Avenue area. 
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9 
13 
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15 
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20. .. . a second store as tops for quality of merchandise . . . + 


Shoppers 
“Reet A 
4 
3 
7 
2 
3 
1 
1 
54th Street ......... 7 
5th Avenue ......... “4 
5 


19 
28 
15 
22 
8 
7 
4 
2 
4 
22 
4 
18 
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21. .. . and rated these two stores as offering friendliest service.+ 


Shoppers 

A 
26 
7 
34th Street .......... 11 
5th Avenue .......... 3 


23 
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13 
14 
17 
13 
22 
24 
35 
46 
30 


15 


20 


22. The shoppers tended to buy most in the store they thought gave 


Shoppers 

aving 
Store A 
9 
7 
17 
10 
9 
4 
6 
7 
14 
Sth Avemme .......... 7 


best value.+ 
4 6 
3 4 
16 8 
3 8 

2 9 1 
3 4 
4 

1 2 1 
4 7 
4 6 
2 4 
3 5 
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Many Findings Remain Constant 


For the second successive year, three 
in five shoppers had family incomes in 
excess of $100 per week. As in 1954, 
more shoppers used the subway as the 
most convenient means of transporta- 
tion and cited buses as second choice. 
More women’s items were again pur- 
chased than any other type of mer- 
chandise, and the number of walkouts 
was practically identical with last year’s 

. approximately two in five of all 
shoppers left stores without making 
planned purchases. The shoppers’ main 
reason for not buying was, as in 1954, 
“inadequate selection of merchandise.” 


No Change in Shoppers’ Rating of 
Stores 


In the 1954 survey, when asked 
which stores they preferred, shoppers 
listed one store as outstanding for 
value and another for quality of mer- 
chandise. This year, shoppers rated 
the same two stores as tops for value 
and quality of goods in about the same 
proportion. As in 1954, they also rated 
these stores as being the most friendly, 
and again stated that they bought most 
in those stores where they felt they re- 
ceived the most value. 


Differences in the Two Surveys 


In 1955, although there were again 
relatively more male shoppers on 34th 
Street than on lower Fifth Avenue, 
this year’s figures indicate a slight in- 
crease in the number of men shoppers 
on Fifth Avenue. Other small but per- 
ceptible changes in the characteristics 
of the shoppers in the two areas ac- 
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counted for the greater degree of homo- 
geneity among all shoppers. That is, 
according to the 1955 survey, the lower 
Fifth Avenue shopper more closely re- 
sembled the 34th Street shopper in 
size of family income, marital status, 
employment status, and location of 
home. In connection with suburban 
shoppers, it is worthy of note that this 
year more shoppers stated that they 
lived near a branch of a large New 
York City store at which they shopped 
more frequently than last year. 

There was a positive increase in pref- 
erence for evening shopping among 
shoppers interviewed on lower Fifth 
Avenue. This might be due to the fact 
that there was a corresponding increase 
in the number of employed shoppers in 
the lower Fifth Avenue group this 
year. 

By far, the most important change 
indicated by this year’s study is in the 
traffic movements of the two groups. 
This year, in contrast to the findings of 
the 1954 survey, more shoppers on 
lower Fifth Avenue said that they had 
been “shopping around” before the time 
of the actual interview. Last year, 
fewer than one third stated that they had 
just come from another store ; in 1955, 
two in five said that they had, prior 
to the interview, been shopping else- 
where. Of those so stating, nearly one 
third on lower Fifth Avenue said they 
had just come from stores located on 
34th Street. Last year, fewer than one 
in five on Fifth Avenue had come from 
the 34th Street area. Furthermore, of 
those people shopping this year on 
Fifth Avenue with plans to continue 
shopping after the interview, more than 
twice as many as last year said that they 
intended to visit stores located on 34th 


| 
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Street. The proportion of shoppers in 
both areas who had come from, or were 
going to, stores outside the 34th Street- 
lower Fifth Avenue district was greatly 
reduced. Not nearly as many shoppers 
had been to, or were planning to, visit 
upper Fifth Avenue, 57th Street, or 
other shopping areas. 


Possible Significance of the Trends 


The two most noteworthy changes 
in this year’s shopping survey are in 
the marked increase in shopper flow 
between 34th Street and lower Fifth 
Avenue and in the tendency of all 
shoppers interviewed to come imme- 
diately to, and remain in, the district. 
True, the current of traffic among shop- 
pers on lower Fifth Avenue is stronger 
toward the direction of 34th Street 
than the corresponding flow of 34th 
Street shoppers to lower Fifth Avenue. 
For example, this year, when shoppers 
were asked about their plans for addi- 
tional shopping, those on 34th Street 
stating that they planned to visit stores 
located on lower Fifth Avenue in- 
creased one fourth over last year’s fig- 
ures. This slight increase, though not 
matching the proportion of increase 
(one half again as much as in 1954) of 
of lower Fifth Avenue shoppers who 
planned to continue shopping on 34th 
Street, is still evidence in support of the 
trend of increased interarea shopping. 
These findings lend strength to a belief 
that Ohrbach’s has supplied a needed 
“shopping ingredient” to the area. 

Secondly, this year the proportional 
decrease to one fourth the 1954 figures 
of shoppers coming to the 34th Street- 
lower Fifth Avenue area from stores on 
upper Fifth Avenue, 57th Street, and 


other districts, is startling enough in 
itself. But, when one examines the find- 
ings concerning future shopping plans 
of 34th Street-lower Fifth Avenue 
shoppers in 1955 as compared with 
1954, and learns that the proportion of 
shoppers planning to leave the area for 
shopping elsewhere is less than one 
half the previous year, one might easily 
form the hypothesis that perhaps more 
shoppers this year than in the past are 
coming immediately to the area for 
shopping and more are remaining to do 
their “shopping around.” The 34th 
Street-lower Fifth Avenue area is evi- 
dently proving a stronger magnet for 
shoppers than it has in the past. The 
attractive potential of the district has 
been more nearly realized by the loca- 
tion of Ohrbach’s on the corner of 34th 
Street and Fifth Avenue. 


Summary 


On the whole, the portrait of the 
typical shopper’s personal background 
and preferences in 1954 has been reaf- 
firmed in 1955 with but slight varia- 
tion from the prior study. Income, sex, 
marital status, home location, and place 
of employment—all have remained rea- 
sonably constant as has mode of travel. 
The significant proportional changes lie 
in the categories of the shoppers’ habits 
and movements. One noteworthy trend 
is for Fifth Avenue shoppers to do a 
good deal more “shopping around,” 
particularly in the relatively untapped 
34th Street area. Furthermore, there 
are significantly fewer shoppers from 
stores in outlying areas coming to the 
34th Street-lower Fifth Avenue area, 
as there is a proportional decrease in 


(Continued on page 156) 
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The Responsibilities of Bigness 


GORDON B. CROSS 
Member of Faculty, New York University School of Retailing 


economy. 


In this thoughtful opinion article, Mr. Cross calls upon retailers to 
meet the challenge of their responsibilities to one another and to 
the communities in which they have prospered. The editors would 
welcome comment from industry leaders on the views expressed by 
Mr. Cross concerning the responsibilities of large retailers in main- 
taining true freedom of enterprise in the expanding American 


Many observers believe that the 
most important postwar development 
in the field of retailing is the trend to 
bigness. Nearly every newspaper, trade 
paper, and business journal has carried 
articles that refer to mergers, pur- 
chases, or expansion programs. Case 
histories show evidence of sales in- 
creases by individual companies in one 
or two decades that can be measured 
only in terms of tenfold or hundred fold. 

There are many who fear the results 
of this trend. There is increasing evi- 
dence of the fears that are being gen- 
erated by the gigantic growth of our 
retail and other types of industrial cor- 
porations. But this bigness is not, in 
itself, a bad thing. We have long rec- 
ognized that the business of America 
is business. Is it surprising, then, that 
the result of bigness in the nation is big- 
ness in its business enterprises ? 

The world of retailing has lagged 
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far behind the rest of the economy in 
the trend to big enterprises. No such 
concentration exists in distribution as 
is found in the manufacture of steel, 
automobiles, aluminum, or any number 
of fields of production. In the absence 
of evidence to support or to deny, it 
seems logical to ask if this lag in large- 
company development may be the rea- 
son why distribution costs have failed 
to come down or to come down more 
rapidly ? 


How Big Is Big? 


In any consideration of this subject, 
the question, “How big is big?” inevi- 
tably appears. The dangers or supposed 
dangers of any trend cannot be 
thoughtfully discussed unless the ele- 
ments in the trend are properly defined. 

Bigness is a matter of relative size. 
The horse looks big to the dog ; the dog 
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looks enormous to the mouse; the 
mouse appears gigantic to the ant. The 
horse can throw his weight around 
when in the company of dogs. The dog 
can make life miserable for the mouse. 
The mouse can wreak havoc upon the 
organization of the anthill. 

The retailer is big when he is big in 
comparison with those around him. A 
billion-dollar chain looks very big to 
the two-million-dollar department store. 
The department store looks gigantic to 
the $100,000 speciality shop. The spe- 
cialty shop looks like the end of the 
rainbow to the newsdealer on the cor- 
ner. But they are all retailers, and 
they earn their livelihood in essentially 
the same way. The danger comes only 
when the big fellow starts throwing his 
weight around. 

Thus, bigness is not confined to the 
national giants. Bigness is the concern 
of any retailer, anywhere, who is big in 
comparison with others in the same 
field. All big retailers, thus defined, 
must recognize that they have achieved 
more than the privileges that come from 
great size. They must also accept the 
responsibilities that come with bigness. 
They must recognize that with increas- 
ing size comes an increasing difficulty 
in independent action. As they grow 
larger, their every action has increasing 
effect upon the business community as 
a whole. 

In truth, the effects of the activities 
of large business organizations go be- 
yond the business community. In re- 
cent years government has taken cog- 
nizance of this fact until the philosophy 
has evolved that “‘all business is affected 
with the public interest.” Thus it is 
seen that the responsibilities that come 


with bigness are the responsibilities to 
the community as a whole. 

From the material standpoint the 
economic growth of the nation depends 
upon an ever-increasing total national 
income and a continually wider distri- 
bution of that income. Modern retailers 
are aware that their tremendous sales 
increases have been due, first, to large- 
scale production, which provides the 
goods for them to sell, and, second, to 
the increased purchasing power in the 
hands of more and more people. 

Many retailers, however, fail to see 
the connection between total national 
income and responsibility in their own 
field. Increased total national income 
can be achieved only through increased 
productivity. It means making more 
goods at lower cost. It also means dis- 
tributing more goods at lower cost. 
So the first responsibility of the retailer 
is to increase productivity. 

Increased productivity in retail dis- 
tribution can result only from the dis- 
tribution of goods at lower cost. Most 
large retail organizations have contin- 
uing studies of productivity in progress 
at all times. These studies usually focus 
upon ways and means of getting their 
employees to be more productive. Now 
this is an extremely important part of 
productivity, but it is not the major 
part. 

Productivity must begin with top 
management and must include the com- 
plete plan of operation for the com- 
pany. It would be interesting to know 
how many established retail firms are 
looking for ways to do business that 
will enable them to decrease their gross 
margins. Instead, the emphasis is usu- 
ally upon how to get a larger gross 
margin with which to do business. Real 
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productivity does not mean getting 
more pay for doing the job now in pro- 
cess. It means getting more things to 
more people at less cost. 


Retailer Attitudes 


With the cushions provided by fair 
trade laws and trade association plan- 
ning, many established retail leaders 
have developed the attitude that they 
have a right to a share of the retail 
business regardless of what they do 
to earn that share. The American con- 
sumer can be very thankful that the 
past few years have brought about the 
development of the discount house, the 
supermarket, and certain efficient chain- 
store operations. In these developments 
are seen the results of really increased 
productivity. It is no mere coincidence 
that these newer forms of retailing are 
growing in importance while the less 
productive forms are losing more of 
their share of business each year. 

Instead of trying to legislate these 
more efficient operators out of business, 
the retail associations should vote them 
their thanks for showing the way to 
real productivity in distribution. They 
should adopt such new methods as are 
sound. They should recognize that 
here is their opportunity to meet their 
responsibility to the nation. Here is 
where retailing can begin to win its 
battle for increased productivity just 
as manufacturing is well on its way 
to winning its battle for increased pro- 
duction. 


Human Responsibilities 


It is not enough to concentrate upon 
the materialistic aspects of bigness. It 
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is becoming increasingly evident that 
a by-product of winning the battle for 
productivity may be lowered human 
values, less tranquillity of spirit, and an 
increased sense of insecurity in the 
individual. 

The responsibility of bigness in the 
human area is less distinct but is pos- 
sibly more important than in the ma- 
terial sphere. It is probably impossible 
and perhaps undesirable to return to 
the serenity of the pastoral age. But 
the state of serenity is a desirable one. 
Because it is so difficult to achieve, it is 
necessary to work harder to achieve it. 

By and large the people who work in 
retailing have little feeling of security. 
More retail executives have been able 
to “beat yesterday” than have been able 
to beat their ulcers. Some organizations 
still keep men at low salaries for sev- 
eral years while they are in a “training” 
status. If and when they are eventually 
promoted to executive status, they are 
subject to being dropped after a year or 
two because they have failed to beat 
certain figures. What happens to the 
human investment? Not the investment 
made by the company in training the 
human, but the years of life given by 
the human in learning the company’s 
systems and methods. 

The compensation for most rank-and- 
file employees in retailing is low. This 
is the result of the belief held by retail 
entrepreneurs that they can only oper- 
ate as a marginal industry. No seg- 
ment of the economy has the right to 
employ people at rates which make it 
necessary that they subsist partly upon 
the earnings of others. A big organi- 
zation has the responsibility of devel- 
oping in its people the knowledge that 
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they can plan to have a home, a family, 
and economic security. 

It is deplorable that it has been neces- 
sary for retail workers to form unions 
to try to get such security. Any secur- 
ity that is achieved in this way is a poor 
substitute for the true security which 
comes with real productivity. It is the 
responsibility of management to achieve 
the kind of productivity that will bring 
rewards to the individual who has no 
voice in management. 

Responsibility to the individual does 
not mean that the individual should be 
coddled or carried as deadwood. What 
is needed is leadership that will inspire 
the individual to be productive. The big 
retailer has the responsibility of remov- 
ing unproductive individuals from the 
payroll. This is a responsibility to the 
company itself and to the really pro- 
ductive employees. However, this is 
not the kind of leadership that looks 
for someone to fire whenever sales drop 
a few points. 

The economic and human responsi- 
bility can be summed up as the respon- 
sibility of making full use of the capa- 
bilities of every individual. Then that 
individual has earned the right to a 
share which will enable him to live 
within the community as a self-sustain- 
ing citizen. 

The growth of business units has the 
effect of making the individual seem 
smaller and more insignificant by com- 
parison. This is a dangerous trend for 
every human being. It can be overcome 
only by building up the importance of 
every individual. When this responsi- 
bility is met, the spiritual reawakening 
that is so earnestly awaited by the 
people of the world will have started. 
And it will have started on the job, 


where people spend most of their time, 

The people of the business world are 
becoming mature enough to start to 
think of themselves as humans. The 
big business people must lead, or the 
lead will pass from their hands. Leader- 
ship in human happiness is a prime 


responsibility of bigness. 


The Responsibilities of Power 


Much of the fear of bigness among 
the smaller businessmen and the citizens 
at large stems from the fear that the 
power inherent in big companies will 
be misused. This is a very real fear, 
and it can be traced directly to the mis- 
use of power in the early days of in- 
dustrial giants. 

Unfortunately the misuse of the 
power of bigness is not confined to the 
history books. It is to be seen every- 
where today, and the field of retailing 
is no exception. Supermarket operators 
grow big through vigorous competition 
and then use the power of their bigness 
to manipulate commodity or produce 
market prices. They did not need this 
kind of foul play to grow big. Why 
do they need it to stay big? 

Chain-store operators use their buy- 
ing power to enforce special discounts, 
return privileges, and unusual allow- 
ances. Their real strength is in the pro- 
ductivity of their operation. They 
have no real need to engage in manipu- 
lation. 

Department-store operators seek to 
protect their established structures by 
forming associations to lobby for laws 
that will hamper the more efficient. All 
are not guilty, but many have lost the 
spirit that caused them to grow big. 


(Continued on page 156) 
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How Expert Salespeople Sell* 


A Department-Store Research Study 


WILLARD M. THOMPSON, ED.D. 
Sacramento State College 


By recording and analyzing the selling techniques of a selected 
group of successful salesmen, the author has determined what does 
and does not contribute to successful selling. With this empirical 
technique, he has developed some sound concepts of selling—the 
result of a scientific approach to the study of an art. 


Selling techniques that yield top sales 
volume and satisfy maximum numbers 
of customers in department stores are 
the techniques of expert salespeople. 
Because the selling skills of expert 
salespeople are largely self-taught, they 
are not necessarily identical to the sell- 
ing techniques advocated by such third 
parties as manufacturer, psychologist, 
textbook writer, and store executive. 
The study described here reached be- 
hind the counter to determine the actual 
selling techniques of selected sales- 
people who rank with the experts be- 
cause of their sales volume and ability 
to satisfy customers. The study was 
limited to selling techniques revealed in 
sound recordings of actual salesperson 
~customer negotiations. 

* Some of the material in this article will appear 


in the forthcoming book Selling Techniques by the 
author and Harry L. Steinberger. 
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Research Procedure 


The first procedure was to select a 
panel of expert salespeople to demon- 
strate a wide variety of expert selling 
techniques with all major types of 
department store merchandise. With 
the aid of personnel records, 70 ex- 
perts representing 33 different selling 
departments were chosen from a large 
Midwestern department store. Fifty 
of these experts ultimately yielded a 
sufficient quantity and variety of data 
for the study. 

The second research procedure was 
the sound recording of experts actually 
selling. Permission for these findings 
was obtained individually from each 
salesperson involved. Recordings were 
made with the salesperson’s full knowl- 
edge. Ordinarily each recording was a 
complete customer-salesperson negoti- 
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ation of from ten to fifteen minutes. 
Because the presence of the recording 
device stimulated performance, the re- 
cordings probably represent the best 
salesmanship of which the selected 
salespeople are capable. Mechanical 
limitations of the machine and record- 
ing conditions complicated the problem 
of obtaining sufficiently clear and com- 
plete transcriptions. This difficulty was 
lessened when salespeople agreed to 
speak louder and permit the investi- 
gator to adjust the microphone during 
the sale. 

Next, a check list of 24 essential ele- 
ments of retail-store salesmanship was 
compiled from previous researches,’ 
and elements were validated by five 
authorities. The sound recordings of 
experts were then searched for exam- 
ples of the 24 elements. A total of 1,437 
examples representing 15 of the ele- 
ments were found, and the accuracy of 
identification verified by the five 
authorities, supervisors of the sales- 
people recorded, and the salespeople 
themselves. A careful study of these 
examples yielded new content for a 
course in store salesmanship, a new 
diagram of the salesperson’s part in a 
sale, and a revised definition of personal 
selling in stores. Let us review these 
findings : 

Without exception, the fifty expert 
salespeople were courteous, assertive, 
and enterprising individuals. They ex- 

1W. W. Charters, How to Sell at Retail (Boston 


and New York: Houghton-Mifflin Company, 1922); 
N. H. Comish, Small Scale Retailing (Portland, 


‘ Ore.: Binfords and Mort, 1946), pp. 189-212; 


O. P. Robinson and Christine Robinson, Successful 
Retail Salesmanship (rev. ed.; New York: Prentice- 
Hall, Inc., 1950); United States Department of 
Labor, Job Descriptions for the Retail Trade (Wash- 
ington, D.C.: Government Printing Office, 1938). 


pected customers to buy, but in six in- 
stances where no sale transpired they 
showed no resentment or disappoint- 
ment. The specific manner in which 
they employed each of 12 essential 
salesmanship elements is summarized in 
the following paragraphs: 


Elements of Good Salesmanship 


1. Greeting customers: About half 
the time the greeting offers no problem 
because the customer breaks the ice 
himself. On remaining occasions the 
salesperson must begin the conversa- 
tion. Greetings fall naturally into three 
groups: merchandise greetings, service 
greetings, and social greetings. Mer- 
chandise greetings apply if customers 
are looking at specific merchandise as 
the salesperson comes up. The sales- 
person either offers an interesting com- 
ment on the merchandise such as “Isn't 
that pretty ?” or requests the customer’s 
reaction to the product with a comment 
such as “Do you like that one?” Serv- 
ice greetings are employed when cus- 
tomers are not looking at merchandise. 
They are in tune with the purpose of 
salesmanship because they offer service. 
While “May I help you?” and other 
stereotyped service greetings are widely 
abused, they are employed in modera- 
tion by expert salespeople. Social greet- 
ings are also appropriate when cus- 
tomers are waiting, not attracted by 
~ erchandise. A friendly “Good morn- 
ing,” or “How do you do?” is equally 
as suitable in selling as in other per- 
sonal contacts. In general, it seems to 
carry less implication of selling pres- 
sure than does a greeting that offers 
service. 


2. Asking questions: More often 
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than not, customers are unable to de- 
scribe adequately what they want. Thus 
in a majority of instances their real 
want must be ferreted out by sales- 
people. Proper questions are an indis- 
pensable tool for disclosing customer 
wants. From 190 questions to cus- 
tomers that appeared in the recordings, 
the following characteristics of good 
selling questions were tentatively es- 
tablished. Each question should be of 
few words and easy to answer. Ques- 
tions such as “Do you like this?” and 
“How soon do you need it?” qualify 
because they are short and can be an- 
swered precisely without embarrass- 
ment. Such personal questions as 
“What do you plan to use it for?” and 
“How much do you want to spend ?” do 
not appear in the practices of expert 
salespeople. Questions aid the expert 
in selling even when answers are in- 
direct and when a customer ignores 
the question completely. For example, 
when asked, “Would you consider a 
full-length coat ?” the customer ignored 
the question, but it prepared her for the 
coat that the salesman was about to 
show. A tie salesperson asked, “Do 
you want a conservative tie?” Rather 
than answering the question, the cus- 
tomer helped the salesperson in another 
way by indicating color preference. 

3. Display: Expert salespeople show 
as they sell. “Those little bonbons are 
very good,” a salesperson commented 
as she showed a silver piece. Empha- 
sizing the importance of a hat to the 
ensemble, a salesperson fitted it to her 
customer and said, “Now I'd like you 
to see it at the long mirror where you 
get the full proportions.” The showing 
of merchandise is coupled with greet- 
ings, answers to questions, fact, or sell- 
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ing points. Experts do not use display 
without words, but they display pro- 
fusely. They get it out of show cases, 
off racks, into the hands of customers. 
Fear of slightly damaging merchandise 
seemingly does not deter them from 
showing it, for they realize that the 
value of showing far outweighs the 
cost of such damage. 

4. Putting customers in a good frame 
of mind: The majority of expert sales- 
people evidently rely upon ordinary acts 
of courtesy and friendliness to put and 
keep customers in a good frame of 
mind. However, saleswomen of better 
dresses and millinery demonstrate a 
technique specifically aimed at making 
customers feel good. When asked for 
an opinion of the designer of an ex- 
pensive dress, the salesperson said, 
“Well, personally, I believe that he 
makes the most becoming clothes for 
women with a nice figure like yours.” 
As a customer admired a hat that had 
been fitted to her, the salesperson asked, 
“Did anyone ever tell you that you 
wear that style of hat beautifully?” 
Although these examples smack of flat- 
tery, they exemplify a technique that 
is used, at least by experts, in expensive 
women’s ready-to-wear. 

5. Showing interest in customers. A 
yardage salesperson greeted, “You are 
Mrs. Dexter, aren’t you? How are you 
today?’ Encouraged by the personal 
interest shown in her, the customer 
proudly announced the arrival of her 
new grandchild. Such friendly chatter 
paves the way for selling, particularly 
when it reflects a sincere, instead of a 
pretended, interest in people. Expert 
salespeople show interest also by re- 
membering names and past purchases, 
by inviting customers to return, and by 
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offering such special services as con- 
solidating numerous packages for con- 
venient carrying. They do not cross 
the line that distinguishes healthy, per- 
sonal interest from idle curiosity. Re- 
sult? Expert salespeople accord to 
customers the supreme compliment of 
personal interest without prying and 
without unduly prolonging the time 
spent in each transaction. 

6. Using opinions as selling points: 
A selling point is a statement that in- 
creases an individual’s inclination to 
spend money. Two selling points out 
of three generate from salespeople’s 
personal opinions. Only a third of the 
selling points used by the experts are 
grounded in merchandise facts. This 
suggests that customers are probably 
more interested in what somebody 
thinks of the item under consideration 
than in facts about it. 

More than a fifth of 225 examples of 
selling points taken from the experts 
simply reminded customers how “nice”’ 
an item was. This makes sense because 
everybody wants “nice” merchandise. 
Nobody wants merchandise that is not 
“nice” regardless of its other properties. 
With such value-enhancing power, it is 
not surprising that one selling point in 
five stresses such words as nice, pretty, 
lovely, smart, or good-looking. In an 
even larger percentage of selling points, 
these words appear incidentally. A floor 
wax, according to an expert, would give 
a “nice finish.” A dress was “chic, 
young, just dear.” Candy was “nice 
and fresh.” A fountain pen had a “nice 
point.” The fact that “niceness” leads 
the parade of selling points testifies that 
customers want opinions as well as 
facts. Niceness is a matter of opinion. 
It is never a fact that something is nice. 

Cotor is the subject of one selling 


point in eight. Here again, opinion 
reigns, and “nice” as an adjective for 
color is used abundantly. “Here is a 
very nice black fabric.” “Yellow goes 
nicely with brown.” “Grey is lovely.” 
PERFORMANCE, too, is the subject of 
one selling point in eight: “It is a mar- 
velous wearing shoe.” “These [small 
bottles of perfume] may be used as 
party favors.” “This [scarf] can be 
worn on the head or under the coat.” 
SuITABILITY also appears as the subject 
of one selling point in eight. Again 
opinion reigns. “They [flannel squares 
for baby] are so handy.” “Boys like 
this part [movie film].” “It [a hat] 
just matches your eyes.” Opinions of 
such aspects as fit, price, and manu- 
facturer made up about 8 per cent of all 
selling points, bringing to 68.77 the per 
cent of selling points that generate 
principally from salespeople’s opinions. 

7. Supplying facts in selling: Facts 
are also important. Expert salespeople 
season their sales presentations with 
about two parts opinion and one part 
fact. 

Facts are the only device known to 
man for conveying specific, incontest- 
able information to others. Fifty ex- 
perts, in 1,025 comments to customers, 
used facts 258 times. In 138 times 
these facts answered questions; 71 
times they were selling points ; and 59 
times the salespeople used them in vol- 
unteering specific information. 

Three out of five questions that cus- 
tomers ask of salespeople are answered 
with facts of price, construction, speci- 
fications, or the name of the manufac- 
turer. A third of all selling points are 
based on facts: facts of CONSTRUCTION 
—“This [scarf] is handmade.” “This 
[overshoe] is water-tight”; facts of 
DESIGN—‘“This [dress] is an Adrian, 
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and those are his traditional lines” ; 
facts on MATERIALS—‘This is a feath- 
erweight gabardine, and it will wash by 
hand”; prricE—“A ten-dollar bonbon 
[silver bowl] for seven-fifty”; AVvAIL- 
ABILITyY—“They [dishes] are replace- 
able.” 

Salespeople also volunteer facts, not 
specifically as selling points or answers 
to questions, but to give customers in- 
cidental information that will help 
them to appreciate their purchase and 
also help them with future purchases. 
Such facts may be the name of a manu- 
facturer: ‘These [sheets] are made by 
Fieldcrest, Marshall Field of Chicago.” 
They may refer to the type of material : 
“That is what we call a twin-dyed gab- 
ardine.” Or they may deal with price: 
“It [perfume] comes in the $3 and 
$4.75 sizes.” 

8. Answering questions: Questions 
are testimony of interest ; hence guide- 
posts for selling. Three times out of 
five from a total of 231 examples, ques- 
tions were answered with facts. To a 
customer wondering if a silver bowl 
would tarnish, the reply was: “It will 
tarnish just like the rest.” To a woman 
wondering if overshoes would fit her 
high heels, the expert said: “Yes, they 
will fit any heel you wear.” How large 
were certain sheets? “Large enough 
for a full-size bed, 90 by 108.” What 
was the price of a certain purse? 
“$28.50. I think you will like it.” 

Two questions in five elicited advice. 
Should the bride use her crystal cream 
and sugar with her new dishes? “Use 
them by all means,” the expert advised. 
Should a prospective mother buy wrap- 
pers even though she was uncertain of 
size? “You better wait and let the doc- 
tor tell you,” the expert recommended. 
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Did the girdle fit well enough? “It is 
doing something for you. It will be very 
comfortable.” 

Note that the advice of experts is 
specific and to the point. 

9. Meeting objections: Objections, 
like questions, are evidence of customer 
interest. They are not, as some believe, 
indirect methods of refusing to buy. 
However, until objections are removed, 
they are barriers across the path of a 
sale. The 62 examples of customer 
objections, like customer questions, are 
met with replies that are brief and to 
the point. A woman objected that a 
bride might not like a certain sterling 
silver piece. “She definitely will like 
sterling,” the expert assured. An ob- 
jection to ribbons on a baby dress van- 
ished when the ribbons were removed. 
An expert agreed with one customer 
that a dress had too much stiffening, 
disposed of it, and produced another. 
Yet another expert stood firm when a 
woman trying on a dress objected that 
she did not like it. ‘““Now you wait,” 
the expert commanded. “Leave it on 
for a minute or two. It grows on you. 
It is an Adrian, and those are his tradi- 
tional lines. Now how do you like the 
dress?” Objections removed, the cus- 
tomer bought the dress. When a neck- 
lace seemed priced too low, the expert 
erased the objection. “If you don’t tell 
people the price I doubt if many would 
ever know.” Note that experts remove 
objections with a single affirmative 
stroke. 

10. Agreeing with customer: One 
of the most effective courtesies a sales- 
person can extend is to agree with his 
customer. Agreement dissipates sales 
resistance that could turn to argument 
and establishes a climate conducive to 
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selling. The 50 expert salespeople 
showed no instances of arguing with 
customers, but 54 occasions of whole- 
hearted agreement. Three out of ten 
times when the customer expressed his 
viewpoint, this agreement constituted 
the simple reply, “That’s right.” When 
a customer thought that a certain price 
was too high, for example, the sales- 
person concurred immediately, and 
moved to another item. About one 
time in ten salespeople agreed by say- 
ing “yes.” Remaining examples were 
too individualized to classify, although 
they bear out that experts are most 
agreeable. When a customer declares 
her own point of view, the expert 
agrees with her. He probably could not 
change her mind if he tried; to try 
would merely produce an argument. It 
is pretty safe to assume that the cus- 
tomer is right. Even when she is wrong, 
you cannot correct her unless she spe- 
cifically requests advice. 

11. Showing and telling uses of 
product: A satisfied customer must 
know how to use and care for his pur- 
chase. Experts provided 62 examples of 
explaining and demonstrating how to 
gain maximum satisfaction from the 
use of a purchase. Explaining how to 
use a floor polisher, the salesperson de- 
tailed, “This you use with a steel wool 
pad, and it won’t leave any steel wool 
on your surface. Do a small section 
and pick it up. Just like this.” After 
selling a dress, the salesperson assured, 
“This dress will take you any place you 
want to go. It is not just an afternoon 
dress.” Underwear, the salesperson ad- 
monished, was “to be worn just like 
your own skin. If you wear them 
baggy, they will never fit you.” After 
selling a girdle, a salesperson went into 


detail to assure that the woman could 
put it on and remove it easily. Experts 
seem to realize that customers appreci- 
ate hints on using and caring for their 
purchases. 

12. Suggesting additional merchan- 
dise: People seldom plan in advance 
of coming to the store exactly what 
they will buy. Therefore expert sales- 
people encourage customers to consider 
thoroughly their current needs. This 
requires that unrequested merchandise 
be introduced into virtually every sales 
presentation, not with the goal of in- 
creasing the sale by “trading up” or 
“suggestion selling,’ but with the 
goal of maximizing customer satisfac- 
tion. Records yielded 61 examples of 
introducing additional merchandise. 
Twenty-one times experts asked gen- 
eral questions such as, “Anything else 
today?” Forty times they introduced 
specific items. For example, after sell- 
ing material for a coat, an expert asked, 
“Do you have lining for it?” A negative 
answer prompted the showing of lin- 
ings, an additional sale, and customer 
satisfaction. Unable to decide between 
two hats, the customer pondered until 
the salesperson suggested, “You could 
use both of these hats, to be truthful 
about it.’’ A necklace salesperson shows 
matching bracelets when available. 
Why? Because a wearer does not see 
her necklace: to enjoy it, the pattern 
must be duplicated in a bracelet on her 
wrist. She sells dozens of bracelets, 
producing a handsome bonus of cus- 
tomer satisfaction. After selling shoes, 
an expert asked about galoshes. “We 
have them now.” The suggestion took 
effect, and the woman walked out pre- 
pared for snow. 

(Continued on page 148) 
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Training Policies at Robert Hall 


HAROLD ROSNER 
President, Robert Hall Clothes 


How are problems of training and local management solved in a 
large chain-store organization? In a condensed article, prepared 
for the JouRNAL oF RetarLtinGc, Harold Rosner, President of 
Robert Hall, outlines some of the principles that have led to the 
rapid expansion of his organization in fifteen years. 


Many misconceptions exist about 
working conditions in chain stores—a 
hang-over from the days when a chain- 
store manager ran -his operation by 
rote, merely filling out standardized 
forms. Yet the expansion policies of 
many stores today call for finding and 
training qualified college graduates. 
Although Robert Hall is a relatively 
young organization—fifteen years this 
month—we are expanding and adding 
stores as rapidly as we can find and 
train qualified trainees to run them. 

Because of the rapid rate of expan- 
sion, not only in our firm but in many 
growing chain operations, there is em- 
phasis on youth throughout these or- 
ganizations. In every Robert Hall di- 
vision, our top executives are young 
men with a long future ahead of them. 
The director of our executive-manage- 
ment training program, for example, is 
thirty-four years old and has been out 
of college only twelve years. 


' Training in Executive Management 


The executive management training 
program that he operates functions on 
a continuous year-round basis. It con- 
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sists of on-the-job training and is 
open to college graduates everywhere. 
Trainees start at $65 a week as assist- 
ant store managers and are advanced 
to run their own stores as managers as 
fast as they are able to take on the re- 
sponsibility. Many trainees have ad- 
vanced from store manager to district 
manager, and then to regional manager, 
increasing their annual earnings to 
$12,000 to $18,000 within a few years. 
In almost every case arrangements have 
been made to locate trainees in stores 
near their homes. 

The indoctrination and initial train- 
ing, being “on-the-spot,” is under the 
immediate supervision of the store 
manager. Our trainees learn by doing, 
by watching, and by emulating. When 
the college trainee is qualified and be- 
comes manager of his own store, he 
will then repeat the process by training 
other younger graduates, and so the 
cycle is a never-ending one. 

Chain-store operations vary widely 
in the way management supervises indi- 
vidual stores. At Robert Hall, the store 
manager, sometimes only three years 
out of college, is a merchant in the true 
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sense of the word. He is in charge of 
his own personnel ; he has responsibility 
for the condition of his stock as well as 
for merchandising it. He must know 
the right price range for his customers, 
and if the home office’s merchandiser 
does not supply him with what he needs, 
it’s up to him to make his wants known. 
If he’s a good manager he tells our 
buyers what his store needs—and gets 
it. 

He knows his competitors and their 
merchandise. And with this knowledge 
he tells our buyers what his require- 
ments are. He even has the privilege, 
with the approval of the home office, of 
meeting this competition. His advice 
is sought by the New York office on the 
advertising media that pulls the best, 
and he maintains a constant and direct 
liaison with our advertising department 
and with his local newspapers. In short, 
he has all the opportunities open to an 
independent retailer except the initial 
buying of merchandise. 


Store Manager a Key Person 


To our way of thinking, the store 
manager is a key person in the manage- 
ment hierachy. He has, as his “special 
counsel,” a store operations chief in our 
New York headquarters to whom he 
can turn whenever he feels he needs 
special attention. Normally he would 
transmit his requests through his dis- 
trict manager. He can, however, appeal 
higher to his regional manager or to the 
store operations chief. If he does not 
get satisfaction there, he always can— 
and frequently does—get in touch di- 
rectly with me. As a matter of fact, it 
is this kind of aggressive store manager 
for whom we are on the alert. 

While some chain operations work 


on impersonal, matter-of-fact records 
and charts basis, Robert Hall strives 
toward a warm, human relationship be- 
tween our central offices and our stores 
and their personnel and customers. We 
go to great pains toward this end. I 
know every one of our store managers, 
and I consider it my responsibility to 
be constantly available to our key men 
throughout the country and to assist 
them in their personal problems when 
needed. 


Customer Relations Program 


Our customer relations program is, 
perhaps, one of the more unusual as- 
pects of this chain operation. Letters 
and cards praising the store, its person- 
nel and manager (occasionally, too, crit- 
icizing them), are received daily. Every 
complaint is answered individually, and 
we instruct our managers to visit a 
complainant at home, when necessary, 
to rectify the situation. 

A store manager is featured in pub- 
licity in local papers from the day a new 
store opens. His picture appears in the 
press, he is quoted, and “written up.” 
Through policies such as these the store 
manager receives status in the commu- 
nity, and because Robert Hall is a na- 
tionally known institution, he acquires 
a sense of identification both within the 
community and in the organization. 

Before the war a man needed 20 to 
25 years of retail experience to run a 
million-dollar operation. Now with the 
operational methods we have estab- 
lished at Robert Hall a man can find 
himself managing a large-volume store 
within three years’ time. In five years 
after graduating from college, he can 
be supervising an area that does a vol- 
ume of millions of dollars annually. 
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The “One-Price” System— 


Fact or Fiction?* 
A Background Study 


STANLEY C. HOLLANDER 
University of Minnesota 


One of our more cherished beliefs 
holds that American retailing is char- 
acterized by almost universal adherence 
to a one-price policy. As generally 
used, the phrase “one-price system” 
sums up the feeling that retail sales in 
this country are made in stores that 
(1) have abolished higgling and bar- 
gaining, charging all customers, at any 
one time, the same price for the same 
merchandise; (2) are open to any and 
all retail shoppers; and (3) observe 
the fixed prices placed by manufac- 
turers upon “‘fair-traded” merchandise. 
The consumer who speaks of “getting 
a discount,” or of “getting it whole- 
sale,” usually means that a purchase 
has been made under conditions devi- 
ating from one or more of these beliefs 
—and we will use the same general 
meaning here. “Discount sales’ are 
those made contrary to one or more of 
the above three postulates. 

Typical of our cherished belief in the 
“one-price” system are two quotations 
from speeches delivered at American 

* This paper is based upon the results of a doc- 
toral study conducted at the University of Pennsyl- 
vania under the guidance and stimulation of Pro- 
fessor Reavis Cox. Others who read the original 
manuscript and offered helpful comments included 


Professors Orin Burley, D. F. Blankertz, and C. S. 
Goodman. 
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Economic Association meetings, one in 
1915 and the other in 1950. R. K. 
Bowker, in discussing price mainte- 
nance, said, “A. T. Stewart, pioneer in 
the department store business . . . did 
the community the great service of 
replacing with fixed retail price the old 
system of bargaining and _higgling 
which wasted the time of lady shoppers 
and salespeople when I was a boy.’’* 
Senator Ralph E. Flanders, in discuss- 
ing “How Top Executive Decisions 
Are Made,” described how, many years 
ago, “John Wanamaker started the 
practice of marking the price clearly on 
all the goods in his store. This did 
away with dickering between customer 
and salesman. . . . Customer satisfac- 
tion soon showed in a preference for 
dealing at Wanamaker’s, and this pref- 
erence animated a general movement 
towards plain and definite pricing.” * 
More important than speeches, how- 
ever, are the ways in which the belief 
in a one-price system has influenced 
our actions. For example, in retail edu- 
1R. K. Bowker, “Price Maintenance—Discus- 
sion,”” American Economic Review, March 1916, 
. ‘als Ralph E. Flanders, “How Top Execu- 


tive Decisions Are Made,” American Economic Re- 
view (Supplement), May 1951, p. 96. 
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cation, with two exceptions,* we have 
tended to avoid any real discussion of 
whether bargaining or some other form 
of price discrimination may prove ad- 
vantageous for the storekeeper. Cer- 
tainly, as a general rule, we do not dis- 
cuss how or when to bargain or dis- 
criminate. 


Legislative Action 


A belief in the one-price system as 
both the norm and the goal of the re- 
tail economy has characterized many of 
the agencies through which business is 
subjected to social,control. Among the 
manifestations of this belief, we can 
find a vast body of legislation, includ- 
ing especially resale price maintenance 
laws, designed to show up the one- 
price system. We can also find many 
judicial rulings expressing the same 
normative view. In one important case, 
for example, the presiding justice ruled 
that a considerable body of evidence 
indicating widespread price-cutting of 
electrical appliance prices in the New 
York market did not indicate a break- 
down of resale price maintenance ex- 
cept among “those favored groups hav- 
ing access to discount houses.” * 

The assumption that the “‘average” 
or “normal” New York City consumer 
did not have access to discount pur- 
chases clearly underlay the decisions in 
this case. Similarly, while the Better 

* The two exceptions are John W. Wingate and 
Elmer O. Schaller, Techniques of Retail Merchan- 
dising (New York: Prentice-Hall, Inc., 1952), pp. 
184-85; and Clarence Henry McGregor, Retail Man- 
agement Problems (Homewood, IIl.: Richard D. 
Irwin Co., 1953), pp. 92-94. 

* Decision, General Electric Company v. R. H. 


Macy & Co., Inc., New York Supreme Court, New 
York County, No. 5881 (1950). 


Business Bureaus and other co-opera- 
tive groups for business self-regulation 
tend to avoid any official position on 
discount selling, we sometimes en- 
counter statements such as the follow- 
ing: “‘Because of a very strong, very 
active Better Business Bureau in 
Dallas, which polices and guards the 
rights of newspaper, radio and tele- 
vision advertisers, the discount houses 
are primarily underground.” Many 
forms of discounting have flourished 
because of strong economic motiva- 
tions, in spite of a vast congerie of ad- 
ministrative, legislative, and judicial re- 
strictions. 


Danger of Unrealistic Views of the 
One-Price System 


Although businessmen are likely to 
have more realistic views of discount- 
ing than educators or jurists, their 
judgment also can be clouded by faulty 
perception of the deviations from the 
one-price system. There is a tendency, 
for example, to consider present-day 
discount selling of appliances and 
furniture as a shocking aberration 
from normal business practice. Some 
businessmen seem to agree with the 
Life reporter who wrote recently, “Be- 
fore World War II, there were only 
a handful of discount houses in the 
U.S.” ® This belief—that discount sell- 
ing is a sudden and striking innovation 
of the postwar economy—may trap a 
merchant in one of two ways. 

If the merchant sees such competi- 

5 Bobbye L. Hughes, “Dallas Merchants Hit by 
Discount Operators,” Retailing Daily, April 2, 1953, 
p. 26. 


* Herbert Brean, “Discount Houses Stir Up a 
$5 Billion Fuss,” Life, August 9, 1954, p. 52. 
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tion as new, and perhaps transitory, he 
may feel capable of adjusting to it— 
and controlling it—by adopting utterly 
ineffective measures. Many appliance 
retailers and their local associations 
have acted as though discount selling 
could be curbed through advertising 
campaigns directed at consumers, 
through pledges of allegiance to the 
“one-price system,” through campaigns 
for serial number registration, and 
other such devices. Such approaches 
were used widely in an equally futile 
attempt to curb discounting before the 
war. In view of the strong economic 
motives for discount selling, there can 
be no thought of controlling it by mild 
and easy measures (if, indeed, it can 
or should be curbed at all). Proof of 
the great difficulty of stopping discount 
selling may be seen in the recent history 
of the Magnavox Company, manufac- 
turers of radio and television receivers. 
In July 1953, this firm, which enjoys 
a considerable reputation in the trade 
for its vigorous price maintenance ef- 
forts, advertised widely, “Why You 
Can’t Buy a Magnavox at a Dis- 
count.”7 Yet by August 1954 the 
company felt that the price situation 
had deteriorated to a point requiring 
the cancellation of all existing dealer 
franchises, subject to a highly selective 
renewal policy. 

The other danger is that discount 
selling, if not viewed in perspective, 
may be credited with undue importance. 
One example of such overemphasis is 
the speech of Louis Goldblatt, in which 
discounting is viewed as a_ horrible 
menace, “taking American Business 


* See, for example, Time, July 20, 1953, p. 10. 
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back to the Dark Ages of Merchan- 
dising.” 

Another example may be found in a 
recent report of the National Distribu- 
tion Panel, which estimated discount 
sales at over $25 billion annually, and 
rising. Though the panel did not define 
the term “discount sales,” the general 
nature of the report seems to indicate 
that the reference was to sales by 
rather irregular retailers, such as dis- 
count houses, differing in important 
ways from “regular” or “normal” re- 
tailers. There were frequent references 
to “discount channels,” “certain types 
of competitors,’ and “how we will 
meet such competition.”® Sales of 
over $25 billion (about as much as total 
United States purchases of appliances 
and automobiles in 1953, or about 40 
per cent of all nonfood purchases) by 
unconventional outlets would indeed 
indicate a dire outlook for retailing as 
we know it. The department store, for 
one, would appear in great peril. 


How “Discounting” Threats Have 
Been Overestimated 


In actuality, there is no need for 
such alarm. A $25 billion figure for 
discount sales may be quite reasonable, 
but only if we accept the broad defini- 
tion of such sales used by the present 
writer: “all sales deviating from one 
or more of the three postulates of the 
one-price system.” Such a definition, 
for example, embraces practically all 

® Speech, Louis Goldblatt (Goldblatt’s, Inc.), Chi- 
cago Merchandising Executives Club, as summarized 
in Advertising Age, September 27, 1954, p. 37. 

* National Distribution Panel, Discount Selling 
Report (Washington, D.C.: Domestic Distribution 


Department, Chamber of C rce of the United 
States, 1954), p. 4. 


n 
n 
y 
n 
e 
y 
d 


130 JOURNAL OF RETAILING 


automobile sales, since almost every 
dealer will bargain, in normal times, 
over trade-in allowances and thus dis- 
criminate between customers. Defining 
discounting in this way is useful in 
measuring the extent to which we, as a 
nation, do or do not have a one-price 
system. It is not useful in measuring 
the threat to “regular” established deal- 
ers. Bargaining over trade-in allow- 
ances is not a threat to the conven- 
tional automobile dealer ; it is the con- 
vention of his trade. 

If, continuing the automobile ex- 
ample, we consider only the “bootleg” 
or “used-new car” dealer (that is, the 
unfranchised dealers) as representative 
of discount activity, which seems to be 
what the National Distribution Panel 
has done, we come up with a different 
answer. Discount selling, quantita- 
tively, becomes rather unimportant. 
The “bootleg” dealer may be significant 
as a nuisance to the franchised dealer, 
or as an outlet for the franchised man’s 
surplus cars, or as a reminder to the 
consumer to bargain sharply. But sim- 
ple observation indicates that bootleg 
dealers are moving only a small frac- 
tion of the nation’s total automotive 
production. 

Similarly, while there have been 
many “discount houses” (in the original 
sense of secluded shops to which ad- 
mission could be had only upon presen- 
tation of introductory cards) such 
stores have been the source of only a 
small portion of all discount purchases. 
Whether one goes to Tallman’s 1938 
study of Boston consumers or to Heid- 
ingsfield’s 1951 study of Philadelphia 
families,’® one finds the same answer: 


%@ Gerald B. Tallman, “When Consumers Buy at 
‘Wholesale’, Harverd Business Review, Spring 


most discount buyers receive their dis- 
counts from “conventional” or “regu- 
lar” retailers and wholesalers. A recent 
study ** of the Syracuse, New York, 
appliance market implies much the 
same thing. It reports two thirds of all 
sales of major appliances as having 
been made “with some price induce- 
ment,” but it also indicates that regular, 
stock-carrying dealers were responsible 
for the bulk of all sales. A study of 
1952-1953 appliance purchases in the 
Chicago metropolitan area, long con- 
sidered a center of discounting, re- 
vealed much the same condition. Only 
between 9 and 10 per cent of all the 
purchases studied were made by such 
price-conscious, semiself-service re- 
tailers as Sears, Roebuck and Polk 
Brothers.?? 


Discounting Likely to Persist 


The lesson of our price history seems 
to be that deviations from the one- 
price system have been important ele- 
ments in the economy, in the past as 
well as today, and that such deviations 
are likely to persist. These have in- 
cluded rather consistent selling of ap- 
pliances and hard lines at less than list 
prices, alongside of and as a part of 
conventional retailing. But these ele- 
ments do not involve a fatal threat to 
conventional retailers who are willing 
to operate efficiently, offer desired cus- 
tomer services, and price realistically. 


1939; Myron S. Heidingsfield, ‘“‘The Penetration of 
Discount Buying Among Philadelphia Families,” 
Economics and Business Bulletin of Temple Uni- 
versity, December 1951. 

4 Alfred W. Swinyard, Metropolitan Syracuse 
Appliance Dealer Survey (Business Research Center 
of Syracuse University, in co-operation with Collegi- 
ate Associates for Market Measurement, 1954). 

33 “*Polk Brothers—Discount House or Supermar- 
ket?’ Advertising Age, November 1, 1954, p. 56. 
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The threat may be more dangerous to 
retailers unwilling to make such ad- 
justments. The persistence of dis- 
counting and the uneven enforcement 
of supposedly maintained prices has 
imposed a special handicap upon law- 
abiding retailers, and perhaps history 
does prove that they should have been 
more vigorous in opposing resale price 
maintenance. Recent department store 
reactions to discount selling seem to 
indicate that a more realistic view is 
prevailing. 


PART II 


A brief review of persistent devia- 
tions from the one-price system may be 
helpful in pointing up some of these 
views. 

Some consumer discounts are ob- 
tained in “regular” retail establish- 
ments, that is, sellers openly and os- 
tensibly carrying on a retail business 
with all comers, while other discounts 
result from transactions in places sup- 
posedly closed to the retail customer. 
The discounts may result from bar- 
gaining and higgling, they may be of- 
fered on a systematic basis, or there 
may be some rather individualistic 
price discrimination without particular 
system. The deviations from the “one- 
price system” in particular lines may 
have become so widespread that they 
are accepted as the conventional way 
of doing business, or they may be con- 
sidered abnormalities. But they add 
up to a rather major exception to the 
commonly accepted view of the Ameri- 
can retail economy. Most of the illus- 
trations of these deviations cited below 
have been taken from prewar sources, 
as evidence of the extent to which these 
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practices have some considerable his- 
tory. However, no perceptive retailer 
should have difficulty in locating mod- 
ern counterparts.*® 


Individualistic Discrimination in 
Conventional Retail Institutions 


If we look at “regular” retail sellers, 
we will find that some stores do not 
meet the one-price test of charging all 
customers the same price at the same 
time, because of discriminations de- 
termined on an individual basis. As 
Appel has pointed out, these include 
stores in which bargaining and hag- 
gling are tolerated or even encouraged. 
Some such stores are located at the 
extremes of the retail social scale; 
dealers in rare books and objets d’art, 
on one hand, and secondhand dealers 
on the other. Appel adds, “There re- 
mains . . . a small fringe of shops of 
this type, haggling or ‘two-price’ stores, 
either in some swanky shops in large 
cities, or in low-grade stores.” ** 

More intermediate are the New 
York hat shops reported using the 
quoted price “‘as the point of departure 
for bargaining”; the furniture stores 
in which the customers are passed 
along from turnover man to turnover 
man and “forced to haggle for their 
purchases as their grandfathers did”; 
the independent gasoline stations will- 
ing to charge favored customers a few 
cents less than posted prices; and the 
neighborhood liquor dealers willing to 


13. An excellent summary of contemporary mani- 
festations appeared in the E. B. Weiss series, ““The 
‘Off-List’ Revolution,” Advertising Age, August 16, 
23, 30, and September 6, 1954. 

4 Joseph H. Appel, Growing up with Advertising 
(New York: The Business Course, 1940), p. 55. 
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make rather similar proportionate re- 
ductions under like conditions.’® 

The extent to which bargaining ele- 
ments are, and have been, involved in 
automobile sales is too well known to 
require documentation. Bargaining 
may also center around other conces- 
sions, rather than focus upon the base 
price itself. The Wingate and Schaller 
discussion of bargaining cited above, 
for example, looks particularly at the 
problem of when to provide the ob- 
durate customer with free alteration 
services. 


Parallel in Professional Services 


A somewhat similar example of in- 
dividualistic price discrimination may 
be found in the marketing of profes- 
sional services. In fact, physicians and 
attorneys regard the practice of tailor- 
ing fees to the client’s “ability to pay” 
as one of the hallmarks of their high 
professional development. It is inter- 
esting to speculate, although the present 
writer has no direct information on the 
subject, on the extent to which various 
types of craftsmen, journeymen, and 
repairmen practice a somewhat similar 
individual price discrimination in re- 
tailing their services. In a sense, the 
true auction sale (used to some extent 
in retail selling, although of course 
much more common in wholesale trans- 
actions) is a pure example of indi- 
vidual discrimination, since each price 
is determined separately. 

8 Irene Till, “The Fiction of the Quoted Price,” 
Law and Contemporary Problems, June 1937, p. 368; 
A. F. Williams, ‘“‘The Problems of the Furniture 
Retailer,” Harvard Business Review, July 1930, 
p. 463; Edmund F. Learned, ‘Pricing of Gasoline, 
A Case Study,” Harvard Business Review, Novem- 
ber 1948, p. 742; “Little Fellow Breaks His Pet 


Law, and Gets Away with It,”’ Reteding (Execu- 
tive Edition), January 24, 1938, p. 3. 


Conventional Discrimination in 
Conventional Retail Institutions 


In spite of all the exceptions, how- 
ever, bargaining over price appears to 
be the exception rather than the rule 
in most retail transactions. When con- 
ventional retailers discriminate between 
customers, they usually do so on some 
systematic basis. 

In fact, it is sometimes assumed that 
the large store cannot discriminate at 
all unless some way is found to rou- 
tinize its discounts. Actually, this is 
not true. Instances in which depart- 
ment store people have taken a sudden 
markdown to close the sale of an ex- 
pensive fur coat, carpet, piece of furni- 
ture, or appliance are not unknown. 
The general merchandise manager of 
one large appliance and sporting goods 
chain has been quoted testifying as fol- 
lows, “Mr. Smith drew chuckles when 
he said a chain doesn’t expect to get 
$299 when it advertises a [television] 
set for that price. He said they are 
prepared to sell it lower than the ad- 
vertised price.” 

The whole discounting process is 
made easier, however, when sales- 
people or billing clerks can tell, almost 
automatically, who is and who is not 
entitled to the discount. Highly sys- 
tematic methods of discrimination meet 
this test. Some such discounts have be- 
come so widespread that they are re- 
garded as the conventional, or normal, 
way of doing business. These include 
discounts based upon age, sex, or pa- 
tronage status. Children’s rates, lower 
than those for adults, are frequently 

1%8“Tells Monarch-Saphin Company Hearing of 


Davega Prices,” Retailing Daily, April 27, 1953, 
p. 58. 
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offered in the sale of transportation, 
amusement, and other services. (Min- 
nesota movie operators, in fact, quote 
three rates: children, junior, and 
adult.) “‘Ladies’ Days” at ball parks are 
examples of discounts based upon sex. 
Many magazines offer new subscribers 
especially low subscription rates. On 
the other hand, some stores conduct 
“private sales,” restricted to old cus- 
tomers, although these usually can be 
penetrated by new buyers. All of these 
practices have been, and are, so cus- 
tomary that only a minute’s reflection 
is required to realize that all are devia- 
tions from a one-price policy. 


Retail Employee Discounts 


Less conventional, but widespread, 
are discounts based upon the employ- 
ment status of the shopper. The dis- 
count to store employees is a very com- 
mon practice in department and dry 
goods stores, as well as in many other 
retail institutions. Chute,’* studying a 
group of Ohio department and dry 
goods stores in 1932, reported that all 
but one of the stores studied granted 
such discounts. In many cases, the 
employee’s discount is available to rela- 
tives and friends of employees, and to 
former employees. Many stores place 
rigid curbs on the use of the discount, 
but others are fairly lax about the 
matter. One drug chain was reported, 
during the 1920's, as being concerned 
if any employee’s discount purchases 
were too small. Since the chain’s em- 
ployee prices could not be matched else- 

7 A. Hamilton Chute, Employee Discounts and 
Vacations in Ohio Department and Dry Goods 


Stores (Columbus: Bureau of Business Research, 
The Ohio State University, 1932), p. 51. 
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where, failure to take advantage of the 
discount was considered prima-facie 
evidence of pilferage.** 


Professional Discounts 


Outsiders often qualify for discounts 
because of their profession, although 
there are grounds for believing that 
such professional discounts were more 
common before the war than they are 
today. Even so stanch an advocate of 
the one-price system as John Wana- 
maker gave, at least as late as 1899, a 
10 per cent discount to ministers, a 6 
per cent discount to dressmakers, and 
even a special discount “to customers 
who set t’<: iselves up as ‘purchasing 
agents’ for ..*«ads.” '® A company his- 
tory, issued in 1922, commented with 
some amazement that R. H. Macy and 
Company gave special discounts only 
to its own employees and not to teach- 
ers, clergymen, professional shoppers, 
and others.*° 

During the late 1930’s and early 
1940’s, the National Retail Furniture 
Association was active in a campaign 
for the elimination of such professional 
discounts. The manager of the asso- 
ciation’s eastern office wrote, on No- 
vember 17, 1941, to a friend engaged 
in similar work in Philadelphia, re- 
porting that several leading specialty 
shops were seriously considering drop- 
ping their discounts, but that the major 
department stores “have definitely not 

18 Doris J. Mirrieless, “Keeping Employee Pur- 
chases Within Bounds,”’ Chain Store Age (Adminis- 
tration Edition), September 1928, p. 32. 

19 Ralph M. Hower, History of Macy's of New 
York (Cambridge: Harvard University Press, 
1946), pp. 430-31, n. 29. 

2 Edward Hungerford, The Romance of a Great 


Store (New York: Robert M. McBride and Co., 
1922), p. 95. 
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taken this step as yet.” *! Four days 
later, however, he was able to report 
more success. Druggists still extend 
professional discounts in that “prac- 
ticing physicians have always been ac- 
corded special discounts by pharmacists 
on purchases of pharmaceuticals and 
supplies for their personal use or for 


dispensing.” 


Group Discounts 


Discounts based upon the pur- 
chaser’s group affiliations are, and have 
been, fairly common. Employees of 
various firms (a classification some- 
what akin to the professional one cited 
above), members of automobile clubs, 
brethren in various lodges—all these 
have qualified for some retail discounts. 
Seligman and Love noted the discount 
to other firms’ employees as a growing 
practice in 1932.7* In 1940, the presi- 
dent of the Pennsylvania Bell Tele- 
phone Company wrote the Philadelphia 
Trade Relations Council, outlining the 
steps his firm had taken to stop dis- 
count solicitation of its employees, as 
well as the limitations of such action: 


Some years ago there were Phila- 
delphia wholesalers and retailers 
who carried advertising in our 
official telephone directory invit- 
ing patronage of our employees ' 
at a discount. We stopped this. 
They then circularized our people 
and encouraged the designation 

"In re National Retail Furniture Association 
et al., United States Federal Trade Commission, 
Docket 5324, Exhibit 865, Exhibit 866. 

*2 Trade Relations Committee, Pennsylvania Phar- 
maceutical Association, ““Pharmacy’s Current Eco- 
nomic Problems,” mimeographed, July 20, 1953. 

23 Edwin R. Seligman and R. A. Love, Price Cut- 
ting and Price Maintenance (New York: Harper & 
Bros., 1932), p. 107. 


of key people who would direct 
prospective buyers to sources of 
supply at a discount. So far as 
this is done on our company 
premises or with official tele- 
phones or on company time, we 
several years ago directed that all 

such activity should cease... . 

I cannot guarantee that there is 
no one in the organization who 
knows of the availability of dis- 
counts and passes the word 
along.** 

As early as 1924 automobile clubs 
were seeking discounts for their mem- 
bers,”* and in 1942 a representative of 
the Automobile Club of New York 
testified that not only had some 750 re- 
tailers agreed to give discounts to the 
club’s members but that similar plans 
were operated by “the larger automo- 
bile clubs all over the country.” *¢ 

Many lodges sought similar arrange- 
ments for their members. An example 
might be found in the United Fraternal 
Buyers, a currently operating Phila- 
delphia organization, formed in 1926 to 
co-ordinate discount buying for the 
local chapters of such organizations as 
the Moose, the Eagles, the Shriners, 
the Elks, the Red Men, Knights of 
Pythias, and Veterans of Foreign 
Wars. Organized at the suggestion of 
James J. Davis, former United States 
Secretary of Labor and then chief offi- 

%In re National Retail Furniture Association 
et al., Exhibit 791, 

% Richard H. Lee, “Serving the Motorist—The 
Work of the National Motorists Association,” An- 
nals of the American Academy of Political and So- 
cial Science, November 1924, p. 268. 

% Testimony of John T. Gren, Public Hearing on 
Senate Bill 2058, Int. No. 1646, New York State 
Senate Committee on the Judiciary, Albany, April 9, 
1942, transcript, pp. 50ff. The American Automo- 
bile Association now reports that the survival of such 
plans in New York City and Washington, D.C., are 


exceptions to the general rule (letter, June 30, 
1953). 
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cer of the Loyal Order of Moose, 
United Fraternal Buyers distributed at 
one time 85,000 membership cards.”" 


Buyers’ Leagues 


Very similar to the above groups are 
the many co-operatives and associations 
formed solely for the purpose of se- 
curing discounts for their members. 
These organizations do not, like true 
co-operatives, distribute merchandise 
themselves. Instead, they act as agents, 
directing their members to other re- 
tailers and wholesalers who will sell on 
a discount basis. Quite often such 
leagues receive commissions from the 
sellers as well as dues from the mem- 
bers. Instead of sharing in residual 
profits through dividends at the end of 
the accounting periods, the members 
receive flat discounts at the time of 
purchase. 

An example may be found in the 
Exhibitors’ House Cooperative Asso- 
ciation of Philadelphia. It claims 
12,000 direct members of the associa- 
tion, each of whom pays annual dues 
of one doilar. The organization’s fa- 
cilities are also made available to mem- 
bers of about 170 affiliated groups. 
Space in the headquarters establish- 
ment is rented to discount vendors, but 
much of the annual volume is done on 
a referral basis.** 

The buying leagues that Los Angeles 
retailers consider more important than 
the city’s 60 admitted discount houses 
and the approximately 150 federal 
Testimony of Raymond R. Walsh, Jn re Na- 
> era Furniture Association et al., transcript, 


Interview with Raymond K. Barcklow, presi- 
dent, May 29, 1953. 
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employee buying organizations cited by 
the District of Columbia Business 
Practices Council are also examples of 
this type of co-operative.” 

Such buyers’ leagues are not new. 
Very shortly after World War I, con- 
siderable attention was attracted by the 
Association of Army and Navy Stores, 
Inc., which even Secretary Stimson and 
General Pershing joined. The associa- 
tion drew its buyer-membership from 
veterans and military personnel who, 
in return for a small membership fee, 
became entitled to discounts from co- 
operating stores. As late as 1942, it 
was claimed that the association could 
get its members discounts in many 
leading New York specialty stores.*° 


Open and Avowed Price Cutting 


Some discounting today takes the 
form of openly and widely flaunting 
manufacturers’ established prices, 
either by outright price cutting or by 
special “premium” deals of one sort 
or another. In one sense, such dis- 
counting could not be so classified, by 
definition, until resale price mainte- 
nance became legalized. The avowed, 
open price cutter, such as John Schweg- 
mann or “Doc” Webb, could not be 
called a discounter until the manufac- 
turer’s price he reduced had the sanc- 
tion of “fair trade” behind it. 

2 “Army PX’s Win a Round,” Business Week, 
August 22, 1953, p. 61; Lester Gilbert, “Consumer 
Buyer Leagues Held Throttling Los Angeles Re- 
tailers,” Retailing Daily, February 2, 1950, p. 8. 

“A Buying Public’s Union,’ The New York 
Times, July 11, 1920, Section VI, p. 1; and Abra- 
ham Lowenthal, Memorandum Submitted by a Com- 
mittee of Retailers in Opposition to the Feinberg- 
Delaney Bill, (Public Hearing, New York State 


Senate Committee on the Judiciary, Senate Bill Int. 
No. 1646, pr. No. 2058), p. 17. 
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But there is no need to prove that 
such sellers existed prior to 1937, or 
prior to the war. The mere fact that a 
resale price maintenance bill was in- 
troduced in every session of Congress 
from 1918 on is sufficient evidence that 
there were even then many retailers 
who would not observe manufacturers’ 
suggested prices. During the 1920's 
and the 1930’s, appliance retailers com- 
plained bitterly that this was the role 
played by public utility companies. It 
was claimed that the utility companies, 
seeking to build up their load factors, 
were selling appliances at “discount” 
prices, thereby forcing appliance re- 
tailers to the wall.*t The appliance deal- 
ers sought rather vigorously for legis- 
lative restrictions on such sales, but 
only Oklahoma (1936) and Kansas 
(1935) responded. State courts held 
the Kansas law unconstitutional, and 
the Oklahoma act never received court 
test.** 


Trading Stamps 


One way of openly violating manu- 
facturers’ established minimum prices 
on sales to all customers without ac- 
tually reducing the nominal price tag 
is through giving a premium or gift. 
The giving of trading stamps is an old, 
and once highly controversial, version 


81 Two very thorough discussions of the problem, 
although with perhaps something of a pro-utility 
point of view, appeared in the Journal of Land and 
Public Utility Economics: Warren Wright, “Appli- 
ance Merchandising by Public Utility,’”” November 
1931; and Richard A. Harvill, “The Opposition to 
Public Utility Appliance Merchandising, August 
1932. 

% Edith N. Cook, “Legislative Restrictions on 
Marketing Integration,” Law and Contemporary 
Problems, Spring 1941, p. 276. 


of such premium operations.** The 
courts have split on the question of 
whether the gift of trading stamps with 
fair-traded merchandise constitutes a 
violation of the minimum price agree- 
ments. In two important cases, Penn- 
sylvania held it to be permissible, while 
New York ruled otherwise.** In view 
of the low actual cash value of the 
trading stamps, one is tempted to agree 
with the Minnesota attorney general 
asked to rule upon the same question, 
He dismissed the matter, saying “the 
law does not concern itself with 
trifles.’’** 


Club Plans 


The premium becomes of great sig- 
nificance, however, in the operation of 
club plans, such as currently attract at- 
tention in the marketing of both appli- 
ances and soft lines. Under these plans, 
a woman acting as “secretary” sells 
appliances and other merchandise, 
often including “fair-traded” goods, to 
her friends on a dollar-a-week basis, 
accumulating the orders for delivery 
from club headquarters. Each pur- 
chaser receives, in addition to the items 
bought, the privilege of selecting free 
gifts having a retail value of about 20 
per cent or more of her purchase. Re- 
tailing Daily has reported rumors that 
one such plan alone did a $30 million 

83 Cf. Frank Waggoner, “Discount Stamps: Half 
a Century Old and Still Going Strong,” Sales Man- 
agement, March 15, 1949, p. 87. 

% Bristol-Myers Co. v. Lit Brothers, Inc. (Penna. 
Sup. Ct. 1939) 336 Pa. 81, 6 Atl. 843, and Bristol- 
Myers Co. v. Picker (N.Y. Ct. of App., 1950), 96 
N.E. (2nd) 177. 

% Opinion of the Attorney General of Minnesota 


(December 27, 1947) 1948-1949 Trade Cases, Part. 
62,214. 
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business in 1952.8° The age of the 
many clubs presently operating success- 
fully is not known to the present 
writer, but one appliance manufacturer 
has defended sales to several clubs, 
declaring that their merchandising 
methods are of long standing and ac- 
ceptance in the trade.** The Larkin 
Company of Buffalo, New York, de- 
veloped a similar plan for the sale of 
soap in 1890, and had thirty years of 
success with it.** 


The Amusement Field 


Apparently during the prewar period 
deviations from the one-price policy 
were especially common in such service 
industries as amusements and resort 
hotel operation. Such deviations were 
not really different in kind from the 
other discounting activities discussed 
herein, but they seem to have been 
especially important. A _ fascinating 
history of Broadway entertainment in- 
dicates the volume such activities 
reached at times : 


Cut-rate admissions gradually de- 
veloped into a big business of its 
own. In 1915, the largest handler 
of cut-rate theatre tickets . . 
was Joe Leblang, who also sold 
tickets for hits at speculators’ 
prices ... 


% Bob Okell, “Club Plans, Tea & Coffee Co.’s 
Move Goods,” Retailing Daily, December 3, 1952, 
2. 

= Reply affidavit of William J. O’Brien, Secretary, 
Landers, Frary & Clark, April 29, 1953, Landers, 
Frary & Clark v. International Solgo, Inc., New 
York State Sup. Ct., New York County, No. 4039— 
1953. 

% Mildred B. Schei, “The Larkin Company: A 
History” (unpublished Master’s thesis, University 
of Buffalo, 1932), p. 22. 
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To compete with Leblang, many 
managers issued their own cut- 
rate tickets at half-price, under 
subterfuges like “People’s League 
Tickets” and “Special Playgoer’s 
Voucher.” But Leblang was un- 
challenged king of cut-rate (or 
“cut throat” as some embittered 
managers declared). In 1916 
Leblang admitted in a courtroom 
that he earned $320,000 a year on 
cut-rate tickets alone. Variety, in 
later years, observed that many 
a Broadway weakie “went over 
with a Leblang, for he kept many 
a legit show running.” *° 


Very similar to the cut-price ticket 
was the “two-for,” a voucher entitling 
the possessor to purchase “two tickets 
for the price of one.” These were 
sometimes passed out indiscriminately 
on the street or on the counters of co- 
operating cigar stores; at other times 
they were distributed by direct mail 
or through various groups such as em- 
ployee associations and fraternal or- 
ders. Business Week has reported a 
revival of the practice, and a drama 
critic for the Chicago Tribune recently 
described a touring production shown 
in that city as being one for which 
“only the incurable sucker buys less 
than two tickets for the purported price 
of one.”’#° 

Other popular devices during the 
period were the “fun book” (a set of 
coupons, sold at a very low price, en- 
titling the holder to free or reduced 
rate admissions to a considerable num- 
ber of attractions) and the “due bill” 
(a prepaid order for hotel or restaurant 

% Abel Green and Joe Laurie, Jr., Show Biz 
(New York: Henry Holt and Co., 1952), p. 193. 


40 Claudia Cassidy, “On the Aisle,’’ Chicago Trib- 
une, November 30, 1954, Pt. IV, p. 7. 
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services, sold at a discount). There has 
been some revival of the fun book, but 
Green reports that the due bill is vir- 
tually unknown today.* This contrasts 
with its rather wide use during the 
1930’s, when specialized brokers sprang 
up to engage in the purchase and sale 
of these orders. 


PART III 


The sellers described above might be 
considered as “regular retailers” in 
that, by and large, they operated openly 
and ostensibly as retailers, doing busi- 
ness with all comers. But there are 
(and were) many firms which, besides 
selling below list price and/or offering 
various other types of price conces- 
sions, operated in such a way as to 
impress their customers that they 
would not sell the merchandise in ques- 
tion to everyone. Some of these “ir- 
regular” or “unconventional” sellers 
actually do (and did) restrict their pa- 
tronage, while others pay little atten- 
tion to the supposed limitations upon 
patronage. These institutions are dis- 
cussed below. 


Discount Houses 


Among these unconventional sellers 
are various types of “closed” retail 
establishments: stores having a “pri- 
vate” or “restricted” group of custom- 
ers. In this group we find the institu- 
tion that has attracted so much atten- 
tion recently, the discount house: “a 
cut rate establishment, handling gen- 


“ Abel Green, editor, Variety, letter of Feb- 
16, 1953. 


eral merchandise, featuring national 
brands, and catering to a private clien- 
tele.” *? A 1944 report of the Federal 
Trade Commission summarized the 
role of such houses as follows: 


Another irregular type of outlet 
consisted of the so-called discount 
houses which, with inconspicuous 
headquarters and display rooms, 
undertook to supply advertised 
brands of many commodities at 
substantial discounts from usual 
retail prices. These dealers did 
no public advertising except to 
the extent of circularizing by mail 
selected lists of former buyers 
and recommended prospects. Lo- 
cated in populous centers, they 
depended largely on word-of- 
mouth transmission of informa- 
tion about their low prices for 
cash. Some of these outlets were 
reported to attain total sales, for 
all commodities handled, running 
into millions of dollars a year. 
At their place of business well- 
known electrical appliances often 
could be bought at marked reduc- 
tions.** 


“Open” Showrooms 


somewhat similar institution, 
found in the history of the furniture 
industry, has been the “open show- 
room.”” Showrooms are operated in the 
furniture field, both by manufacturers 
and independent middlemen, to provide 
centralized display and stock facilities 
for the smaller retailers, interior deco- 
rators, and others who cannot possibly 
display full assortments. Convention- 
ally, consumers are admitted to the 

“Frances M. Lehman, “The Discount House,” 
Journat or Retartinc, February 1943, p. 19. 
8 Report of Distribution Methods and Costs 


(Washington, D.C.: Government Printing Office, 
1944), Pt. IV, p. 149. 
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showroom only upon introduction by a 
recognized retailer or decorator who is 
then credited with any subsequent sales 
made to those customers. In practice, 
some showroom operators will do busi- 
ness directly with consumers who 
thereby believe (with or without justi- 
fication in various cases) that price 
concessions are being offered. Some 
other showroom operators fall into a 
somewhat intermediate position, re- 
quiring a sponsor before the consumer 
is admitted, but accepting as sponsors 
various agents and “merchandise bro- 
kers” not generally recognized as “‘regu- 
lar” retailers by established merchants. 

In December 1937, Retailing pub- 
lished a list of the leading discount 
houses and open showrooms in New 
York City.** One of the firms listed 
was then over thirty years old. With 
relatively little effort, through the use 
of the telephone directory and a few 
leads from other discount sellers, the 
present writer was able to locate eight- 
een of the twenty-six listed firms, still 
operating in New York City in June 
1951. One of these eighteen had di- 
minished to the point of a token exist- 
ence, its name and corporate entity 
being carried by a group of accountants 
for some sideline activities. A few of 
the furniture showrooms had become 
relatively minor figures in the trade. 
But most of the eighteen had flourished 
over the years. One additional discount 
seller on the original list was reported 
as operating a very successful discount 
house in Los Angeles. 

“ Earl Lifshey, “They Can Get It for You Whole- 


sale,” Retailing (Home Furnishings Edition), De- 
cember 20, 1937, p. 2. 
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Industrial Discounts 


We have already noted the deviations 
from the one-price system involved in 
the customary retail employee’s dis- 
count. But retail workers are not the 
only ones to receive such benefits from 
their employers. Many wholesale, 
manufacturing, service, and commer- 
cial organizations also provide discount 
privileges for all or some on their staff. 

Quite commonly manufacturers al- 
low employees to buy their own mer- 
chandise at a discount, subject to vary- 
ing degrees of control over leakage to 
outsiders. Discount sales of the firm’s 
own goods have been described as 
“standard operating procedure... 
generally considered a legitimate em- 
ployee benefit.” *®° There is nothing new 
involved in the extension of such privi- 
leges ; they were, for example, reported 
as customarily granted to salaried em- 
ployees in the meat-packing industry 
in 1928.4° The volume involved can be 
substantial ; the General Electric Com- 
pany has advertised that its employees 
and pensioners received discounts 
amounting to $5,000,000 on purchases 
of GE merchandise in 1951.** 

But many employers go beyond this 
and actually procure merchandise for 
their employees from outsiders at a 
discount. Printers’ Ink found that 
about 15 per cent of the manufacturers 
it studied had some arrangement for 

“Nathan Kelne, “Should Discount Buying Be 
Tolerated at the Home Office,” Printers’ Ink, 
April 10, 1953, p. 30. 

“A. H. Garver, Personnel and Labor Practices 
in the Packing Industry (Chicago: The University of 
Chicago Press, 1928), pp. 198-201. 


“ Advertisement, Philadelphia Evening Bulletin, 
August 15, 1952, p. 5. 
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the discount purchase of goods for em- 
ployees. Professor Gilchrist, after 
studying discount buying in Los An- 
geles, reported that discounters there 
believed the practice was growing.*® 
The Army Post Exchange Service, of 
course, provides an extreme example 
of this type of activity, but it is also 
well grounded in private industry. 
Hackett *® has traced the practice 
back to the period immediately after 
World War I, when apparently many 
manufacturers became interested in the 
operation of company stores to help 
employees meet inflationary conditions. 
All during the 1930's, the topic of “in- 
dustrial buying,” as this practice was 
called, was one of the more controver- 
sial issues in retailing and in personnel 
relations. Business Week estimated that 
between seven and ten thousand United 
States firms furnished their employees 
with the names of discount houses 
where cut prices were available. Tall- 
man reported, through the National 
Association of Purchasing Agents, that 
some 80 per cent of the New England 
firms he studied had some facilities for 
assisting their employees with discount 
purchases. A Toledo, Ohio, gasoline 
retailers association complained that at 
least 46 firms in that area alone bought 
gasoline and accessories for their em- 
ployees at a discount. Finally, a cam- 
paign to curb industrial buying was 
spearheaded by the National Retail 
Furniture Association, which claimed 
that at least 1,800 firms in New York 
“8 Kelne, Joc. cit.; and Franklin W. Gilchrist, 
“The Discount House,” Journal of Marketing, Jan- 
uary 1953, p. 268. 
4 J. D. Hackett, Labor Management (New York: 


Appleton-Century-Crofts, Inc., 1929), pp. 624-28. 
% Op. cit. 


City, 1,100 in Chicago, and 600 in 
Detroit bought for their employees.* 
Laws prohibiting such purchases were 
obtained in some states, and a number 
of department stores agreed to stop 
giving such discounts. But the evidence 
cited above indicates that the campaign 
was less than completely and perma- 
nently successful. 


*“Backdoor’’ Sales 


Another means by which consumers 
“get it wholesale” is by doing exactly 
what the term implies: buying from 
wholesalers and manufacturers who os- 
tensibly do not make such sales. This 
old and well-established practice is 
said to have been tolerated by even such 
an ardent exponent of the one-price 
system as Marshall Field himself: 
Wendt and Kogan describe Mr. Field’s 
practices as follows: 


In each department [of the 
wholesale establishment, about 
1880] was a city buyer whose 
task it was to fill orders with 
items not regularly carried by 
Fields. . . . Many of their cus- 
tomers took advantage of their 
service to get articles for relatives 
and friends at wholesale rates. 
But when department chiefs, 
tracing some such sharpster, com- 
plained to Field, he waved them 
off. This chicanery, he empha- 
sized, cost little when compared 
51 “Wack ‘Wholesalers’,’’ Business Week, June 18, 
1938, p. 27; N.A.P.A. Handbook of Purchasing 
Policies and Procedures, I (New York: The Na- 
tional Association of Purchasing Agents, 1939); 
“Toledo Retailers Find Means to Combat Employee 
Discounts,” National Petroleum News, April 14, 
1937, p. 51; Lester B. Colby, “Retailers Open Fight 
on Company Purchases at Wholesale for Em- 
ployees,” Sales Management, March 15, 1936, p. 358. 
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with the over-all profits derived 
from the service.** 


Agents of the greater Detroit Jew- 
eler’s Association, posing as consumers, 
went shopping for silverware at nine 
wholesale jewelry establishments in 
1928. Only one of the nine refused to 
sell to the shoppers, and only three 
charged full retail price. In 1937, 
the National Association of Master 
Plumbers complained that over one 
fourth of all plumbing wholesalers in 
the United States were willing to make 
consumer sales at the going prices for 
contractor business. By 1950, the as- 
sociation’s president was willing to take 
an even stronger position, claiming that 
most wholesalers would sell direct. In 
1946, the Federal Trade Commission 
stated “retail hardware dealers were 
being deprived of sales . . . because of 
the practice of some wholesalers selling 
hardware store items direct to con- 
sumers at wholesale prices.** Many 
similar complaints, coming from pres- 
ent-day retailers as well as those of 
several decades ago, could be cited. 


Catalogue Jewelry Trade 


Discount retailing bearing the guise 
of wholesaling is perhaps epitomized 
by the catalogue jewelry industry. The 


5% Lloyd Wendt and Herman Kogan, Give the 
Lady What She Wants (Chicago: Rand McNally 
and Co., 1952), pp. 196-97. 

533 “Detroit Retailers Begin Fight on Retailing by 
Wholesalers,”” Seles Management, October 27, 1928, 
p. 77; “Some Do—and Some Don’t,” Domestic En- 
gineering, July 1937, p. 79; George O. Toepfer, 
“Every Plumber Must Have a Store,” Modern 
Trends in Plumbing and Heating Retailing (‘‘Plumb- 
ing and Heating Business Series”) (New York, 
ca. 1950), p. 1; Federal Trade Commission, Re- 
port on Retail Price Maintenance (Washington, 
D. C.: Government Printing Office, 1945), pp. 490- 
91, 
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members of this industry issue cata- 
logues covering a wide range of jew- 
elry, gift, and (in some cases) appli- 
ance, luggage, and sporting goods items. 
Some of these catalogues are distrib- 
uted to small retailers, particularly 
agents and brokers of the sort described 
below, who use the illustrations in lieu 
of stock for sales purposes. Thus these 
catalogue firms are, in a sense, whole- 
salers. However, most of the cata- 
logues are sent to industrial concerns, 
co-operative buying bureaus, state and 
local government offices, and buying 
clubs, where they are used for pur- 
chases by employees and members. 

In a Federal Trade Commission ac- 
tion ** involving a leading firm in this 
industry, Dr. Theodore Beckman testi- 
fied that at least 60 per cent of the 
company’s business would have to be 
classified as retail trade. Prewar vol- 
ume in this industry has been estimated 
at about $200 million.®® There are 
some grounds for believing that its 
present volume may be considerably 
greater. Besides the postwar inflation 
of prices in the lines handled by these 
houses, there are reports of the deep 
penetration of their catalogues into 
markets throughout the country. As 
Weinberg wrote in 1952 in Retailing 
Daily, “Practically every purchasing 
agent of large industrial companies has 

%In re L. & C. Mayers, Iuc., Federal Trade 
Commission, 1932, Docket No. 2038, Defendant’s 
stipulations, May 10, 1933, and transcript of testi- 
mony, p. 1587, as corrected by order of the hearing 
examiner, April 5, 1934, and decision on appeal, 
United States Circuit Court of Appeals, June 9, 
1938. Also see, In re Bennett Brothers Company, 
Federal Trade Commission, Docket No. 4640. 

% Federal Trade Commission, Trade Practice 


Rules for the Catalog Jewelry and Giftware Indus- 
try (Washington, D.C.: The Commission, 1943), 
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these discount catalogues on his desk 
and is able to get ‘pots and pans’ at 20 
to 30 per cent off for company person- 
nel. There is nothing secretive about 

Such comments merely echo the com- 
plaints heard over fifty years ago (at 
a time when at least two of the present 
leading firms had already entered the 
business). 


Agents and Brokers 


In the history of discounting, some 
transactions at least, have involved the 
use of an agent or broker—that is, 
someone who knows where, and is will- 
ing, to obtain the item in question “at 
wholesale” for the customer. Some- 
times it is a retailer in another line who 
is willing “to pick up the merchandise.” 
Sometimes it is a craftsman or contrac- 
tor who has access to various supply 
houses. Gilchrist,** for example, re- 
ported that many Los Angeles repair- 
men could “get it for you at cost plus 
ten per cent.” °§ In other instances, it 
may be someone who specializes in dis- 
count buying and selling. Thus Gross 
noted that the curbstone broker, “an in- 
terior decorator of little or no training 
who ‘carries his office in his hat,’ ” °* 
was a concomitant of open showroom 
operations. One writer in 1936 noted 
that her town, “a fairly large but con- 
servative one,” had at least three ‘‘mer- 
chandising organizations” that carried 
no stock but sent their patrons to dis- 

% Art Weinberg, “Industrial Sales Making In- 
roads in Regular Chicago Area Volume,” Retailing 
Daily, December 8, 1952, p. 46. 

5 Gilchrist, loc. cit. 

58 Alfred Gross, ‘‘The Marketing of Household 


Furniture” (unpublished Doctor's dissertation, New 
York University, 1946), p. 208. 


count suppliers.°® And the merchants 
of Tampa, Florida, became so irritated 
at sideline retailing in 1940 that they 
persuaded the city government to adopt 


An ordinance to license [under a 
prohibitive fee] the privilege of 
selling goods, wares, and mer- 
chandise which are not of the 
same general description as those 
usually produced or carried in 
stock by those offering same for 
sale and which are sold at a price 
represented to be less than the 
current retail price of said goods, 
wares, and merchandise.” 


The classifications of discount selling 
set forth above are not intended as 
rigid and exclusive categories. There is 
considerable blending and overlapping 
between the groups. Sometimes two or 
more forms of discounting are involved 
in one transaction; thus an employer 
might direct a discount-seeking worker 
to a broker or agent of some sort who 
procures the goods through a retail 
storekeeper willing to grant conces- 
sions. The close resemblance of some 
types of discount sellers to each other, 
and their interrelationships, are indi- 
cated by a cautiously worded New 
York State legislative report : 


“Industrial selling” started shortly 
after World War I. It began as 
a paternalistic effort on the part 
of a few banking institutions to 
obtain scarce food products for 
their employees. Gradually it 
spread to other establishments, 
and in time some of the larger 
establishments created special de- 
partments within their organiza- 
tions to purchase goods at savings 
to their employees. Where the 


% Hannah Lees, “Only Saps Pay Retail Prices,” 
The American Mercury, December 1936. 
© Ordinance No. 754-A, passed August 13, 1940. 
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purchasing power of a large 
establishment was used, it did 
effect savings to employees on 
certain goods. In many cases, 
these savings were in lieu of 
salary increases. 

In the course of time, a number 
of concerns opened outlets which 
catered to the employees of these 
establishments. They set them- 
selves up in the guise of whole- 
salers, discount houses, coopera- 
tives, brokers, and other descrip- 
tions.* 


But the classification does indicate some 
of the varieties of discounting presently 
having an impact upon the economy, as 
well as those of interest before the 
war. 


PART IV 


It is relatively easy to amass such 
anecdotal evidence of discounting and, 
if space permitted, many more cases, 
complaints, and accounts of deviations 
from the one-price system could be 
presented. However, such evidence, 
even though it is highly suggestive, 
does not answer the question: Do we 
have more, or less, of a one-price sys- 
tem today than we had at any given 
time in the past—say 1900 or 1930? 

There are many reasons why we do 
not have an answer. The total volume 
of consumer sales, both per capita and 
in toto, both in monetary and real 
terms, has increased so much during 
our brief history that any sort of com- 
parative analysis is likely to go astray. 
Moreover, the problem is complicated 
by the fact that the product-mix, as 
well as the total volume, has changed 

® New York State, Joint Legislative Committee on 
Unfair Trade Practices, Report, Legislative Docu- 


ment No. 51. ({950) (Albany, N.Y.: William Press, 
Inc., 1950), pp. 11-12. 
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during the period. The short span of 
most of our statistical series does much 
to hamper research in American retail- 
ing. The Bureau of the Census, for 
example, did not begin its annual esti- 
mates of total retail sales for the coun- 
try until 1935. Most of our retail 
information is grouped according to 
stores classified in terms of their prin- 
cipal or nominal merchandise lines 
(food stores, hardware stores, etc.) in- 
stead of by any kind of business or by 
price policy. Most of the figures on 
discounting that have been published 
have emanated from extremely partisan 
sources. A retailer’s statement that 
“millions of dollars’ worth of business 
is being done by people less legitimate 
than me” does not constitute particu- 
larly creditable evidence without con- 
siderable substantiation, usually lack- 
ing. Even though some people may be 
proud of their ability to buy at a dis- 
count, consumer studies of discounting 
are hampered by the fact that many 
others are inclined to be rather secre- 
tive about it. No two students of dis- 
counting seem to have agreed upon 
definitions. Some are concerned only 
with sales by “irregular” dealers, others 
are interested in at least some of the 
deviations of conventional dealers. 
The definition problem also arises in 
another extremely important sense. 
The General Electric Company has an- 
nounced, as of December 1954, that it 
will no longer issue or declare list 
prices for its major appliances. Should 
a researcher regard one sale of a GE 
appliance taking place in November 
1954 for less than list as a discount 
sale, and another sale of the same ap- 
pliance, at the same price, in January 
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1955, as not a discount transaction? 
Time after time we get caught up on 
the paradoxical question: If discount- 
ing goes on to the point of a complete 
breakdown of the price structure, do 
we then have anything that can really 
be called discounting ? 

In the light of all these difficulties, 
we may still agree with the 1937 com- 
ment, “To secure accurate information 
on the total sales to consumers at so- 
called ‘wholesale’ prices is an impossible 
task.” °? Tallman did develop, on the 
basis of a careful study of New 
England consumers, an estimate that 
about 6 per cent of all retail sales in the 
Boston area, apart from the food, 
general merchandise, drug, and restau- 
rant categories, were made on a dis- 
count basis.** However, Tallman’s fig- 
ure could not be used as a statement 
of the total deviations from the one- 
price system in that area at that time, 
since he does not seem to have been in- 
terested in problems of trade-in allow- 
ances, conventional discounts, open and 
avowed cutting of list prices, haggling, 
etc. Heidingsfield found that discount- 
buying habits had become at least some- 
what entrenched among 46 per cent of 
the Philadelphia families he studied.® 
But again, a highly restrictive definition 
of discounting was used. Consequently, 
while some light is shed by such studies, 
our question remains unanswered. 

® Henry D. Taylor, “Wholesale Buying by Con- 
sumers,” Journal of Marketing, October 1937, 
p. 113. 


*$ Tallman, op. cit., pp. 340-41. 
* Heidingsfield, op. cit., p. 6. 


However, this much is clear—and it 
is the important thing. Deviations from 
the one-price system have been sig- 
nificant enough to be of concern to 
businessmen all during the twentieth 
century. There is even evidence of dis- 
count sales of appliances during the 
height of the World War II sellers’ 
market.®* Many of the deviations from 
the one-price system are rooted in 
sharply entrenched habits. The eco- 
nomic motives for discounting are 
equally strong. Many consumers, for 
obvious reasons, are interested in buy- 
ing for less than full retail. Many 
retailers and wholesalers find such busi- 
ness profitable. Some full-price re- 
tailers find the discount retailer a use- 
ful outlet for excess stocks. Many 
manufacturers, relying on the assump- 
tion of an elastic demand, are delighted 
by price cutting at the retail level. 
Many others may disapprove, but con- 
sider the benefits to be obtained by 
policing prices not worth the costs of 
such activity. Some employers and 
unions consider discount buying for 
staffs and members as a relatively low- 
cost way of improving welfare. 

Given all these factors, can any 
retailer reasonably expect to live in ar 
economic world in which deviations 
from the one-price system are not prac- 
ticed? 

* “Yet during ten years of merchandise shortages 
of varying degrees of severity ... the discount 
house grew.”” Grey Matter (Chain Store Edition), 


Grey Advertising Agency, New York, April 1952, 
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The Honor Roll in Retailing at 
New York University 


A Roster of America’s Retailing Leaders 


CHARLES M. EDWARDS, JR. 
Dean, New York University School of Retailing 


? 


WILLIAM APPLEBAUM 


(4 


For more than thirty years the New 
York University School of Retailing 
has been honoring leaders in retailing 
from all parts of the country by con- 
ferring upon them honorary member- 
ship in the Alpha Chapter of the Eta 
Mu Pi Fraternity, the only fraternity 
of its kind in the field of retailing. 
Founded in 1922 in the New York 
University School of Retailing, Eta 
Mu Pi has grown into a national or- 
ganization. 
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In keeping with the high standards 
to which it has adhered since its estab- 
lishment, the Alpha Chapter grants 
honorary membership only to those 
who have made noteworthy contribu- 
tions to the ethics, the science, and the 
practice of retailing. 

When it awards honorary member- 
ships to men and women of outstanding 
accomplishment in retailing, the Alpha 
Chapter presents to the recipients writ- 
ten citations that summarize some of 
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the major facts about their achieve- 
ments. In the belief that the careers 
of these distinguished merchants will 
prove interesting and inspiring to its 
readers, the JOURNAL OF RETAILING 
publishes one or more of these citations 
in each issue. The purpose is twofold: 
(1) to call well-deserved, wider atten- 
tion to the attainments of some of the 
foremost business leaders of our day, 
and (2) to provide a cumulative source 
of information about retailers for 
reference purposes. 

Chosen for recognition in this issue 
is: 


William Applebaum 


By happy circumstance an adopted 
son of the United States, William 
Applebaum has proved convincingly 
that America is a land of opportunity 
for those who have the ability and the 
will to get ahead. Entering this country 
at the age of fourteen with a scant 
knowledge of English but with a great 
ambition to learn, he immediately set 
high goals for himself. Today he can 
look back with pride to his many 
achievements as research director, eco- 
nomic geographer, lecturer, author, and 
chain-store executive. 

With characteristic initiative and 
self-reliance, William Applebaum paid 
his own way through college, earning 
a bachelor’s degree at the University of 
Minnesota and a master’s degree at the 
University of Cincinnati. While at the 
latter institution, he completed a study 
of the secondary business centers of 
Cincinnati, a work that won for him a 
reputation as an urban geographer and 
an invitation to join the Kroger Com- 
pany as head of the market research de- 


partment. Here he laid the foundations 
for the scientific evaluation of retail 


store locations. In 1936 he moved to _ 
Stop and Shop, New England grocery © 


chain, originally as research director 
and subsequently as assistant general 
manager. In 1954 he retired from this 
company in order to devote his full 
time to the basic problems of the chain- 
store field as a whole. 

Even though he was busily occupied 
with the problem of operating a food- 
store chain, William Applebaum man- 
aged to engage in many other activities 
of wide significance. Always closely 


identified with research projects of in- © 


dustry-wide application, he helped to 
organize the Super Market Institute 
and was chairman of its research com- 
mittee for the first two years. He has 
lectured at several universities and 
written countless articles for business 
and scientific publications. In addition, 
he has served his country in numerous 
capacities, both in peace and in war. 
As an expert adviser, he has under- 
taken several projects for the United 
States Department of Agriculture, both 
at home and abroad. Asa captain in the 
Marine Corps, he was sent all over the 
world on highly responsible tasks for 
the Office of Strategic Services. 
Decorated with the Legion of Merit 
for his wartime service to his country, 
cited by the Super Market Institute as 
a “seeker of truth,” named a member 
of the Hall of Fame in Distribution, 
William Applebaum well deserves the 
plaudits that he has received. To these, 
we wish to add our evidence of esteem. 
Thus for his valuable contributions 
in applying scientific methods to super- 
market operation; for his sponsorship 
of co-operative research among manu- 


A 
C 
th 
A 
- 
gt 
tr 
F 


THE HONOR ROLL IN RETAILING | 147 


facturers, retailers, and trade associa- 
tions; and for his help in launching 
students on retailing careers, William 
Applebaum has been awarded honorary 
membership in the Alpha Chapter of 
the Eta Mu Pi Fraternity. 


Albert W. Hughes 


Elected president of the J. C. Penney 
Company in 1946, Albert W. Hughes is 
the third man to head this fabulous 
American institution in its fifty-three- 
year history. As successor to James 
Cash Penney and Earl C. Sams, he has 
guided the company to new heights in 
service to customers and employees, 
and, consequently, in sales. In every 
position that he has held—from appren- 
tice to president—he has set a good ex- 
ample for others to emulate in business 
and human relations. 

Following his graduation from Col- 
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A. W. HucHeEs 


gate University, Al Hughes decided to 
teach in a boys’ preparatory school be- 
cause the position afforded him an op- 
portunity to work with young people. 
By an odd trick of fate, it was this 
choice that led him to join the J. C. 
Penney Company a few years later. 
After seeing several Penney stores and 
meeting Mr. Penney during a summer 
trip, he became so much interested in 
the company that he prevailed upon 
Mr. Penney to give him a job. Sent to 
work in the Mobderly, Missouri, store 
under Mr. John P. Weber, Al Hughes 
learned his lessons well from his cap- 
able mentor and friend. As a result, he 
was transferred to the Eureka, Utah, 
store where he subsequently was ap- 
pointed manager. Here again he made 
a splended record. In fact, he earned 
such a substantial profit that he was 
cautioned, as well as commended, by 
Earl C. Sams, then president, who ad- 
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vised him to put service to customers 
before profit for the company. This 
advice impressed Al Hughes pro- 
foundly. He has applied it faithfully 
ever since in the successively higher 
positions that he has held in the organi- 
zation: manager of the store in Athens, 
Georgia, personnel executive in the 
New York office, assistant to the presi- 
dent, vice president and director, and 
president. 

With the quiet humility that is char- 
acteristic of him, Al Hughes disclaims 
any personal credit for the upward 
strides that the company has made dur- 
ing the period that he has been its chief 
officer. He attributes his own progress 
and his company’s success to the efforts 
and support of his co-workers. As he 
explains it, “our people advance and 
grow because they literally push others 
up. In the Penney Company, more 
than any other I know, the men and 
women are the company.” Despite Al 
Hughes’s modesty, he cannot hide the 
fact that, in the first nine years of his 
presidency, the sales volume of the J. C. 
Penney Company soared from $676,- 
570,117 in 1946 to $1,107,156,633 in 
1954, an increase of $432,586,516, or 
38.9 per cent. Largest company in the 
country that handles soft lines exclu- 
sively, the Penney Company operates 
more than 1,600 stores in all 48 states 
and employs about 45,000 people, many 
of whom know Al Hughes personally 
and all of whom think of him primarily 
as an associate, rather than president. 

In acknowledgement of his numerous 
achievements as a teacher, a business 
executive, a civic leader, and a humani- 
tarian, he has received many forms of 
recognition, including the honorary de- 


gree of Doctor of Laws from his alma 
mater, Colgate University. 

Throughout his career he has dedi- 
cated his thoughts and his energies to 
a single objective: the welfare of other 
people. In so doing he has won the ad- 
miration and the affection of all who 
know him. As evidence of this esteem, 
New York University School of Retail- 
ing has conferred upon him an honor- 
ary membership in the Alpha Chapter 
of the Eta Mu Pi Fraternity. 


How Expert Salespeople Sell 
(Continued from page 124) 


Conclusions 


What do we draw from this limited 
study that will broaden and deepen our 
understanding of personal selling in 
stores? What do the experts tell us 
about selling ? 

1. The recordings give us new per- 
Spective on exactly what happens in a 
store sale. That is, the customer seeks 
out the seller by coming to the store. 
The salesperson’s function is not to 
find out if he wants something, but to 
find out what he wants; to help him 
fill the want ; and to ensure satisfaction 
so that he will return for future pur- 
chases. These three phases of a store 
sale do not occur in well-defined se- 
quence. The salesperson begins the 
sale by seeking out what the customer 
wants through greeting, answering 
questions, showing merchandise, and 
describing merchandise features. As the 
customer’s need is clarified, the sales- 
person attempts to fill his want by sell- 
ing, through naming selling points, an- 
swering questions, giving advice, and 

(Continued on page 150) 
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Book Notes* 


Company Practices in Employee Trans- 
fers and Relocation. Research Re- 
port No. 23. New York: Ameri- 
can Management Association, 
1955, 28 pages. 


This monograph is a brief report of the 
A.M.A. survey taken in 1954 on the current 
practices of companies in paying for the ex- 
penses brought about by the transfer and re- 
location of employees. Increasing numbers 
of companies are faced with the problem of 
taking care of their employees and their fam- 
ilies who change their residence through no 
fault of their own. Companies who are in- 
terested in checking their own practices 
against those of other company practices 
will find this an extremely valuable study. 

Paul E. Smith 


A Company Guide to the Selection of 
Salesmen, by Milton M. Mandell. 
Research Report No. 24. New 
York: American Management 
Association, 1955, 161 pages. 


The author states the case for careful 
selection of salesmen and offers suggestions 
to help improve the selection procedure. He 
discusses the usual tools, such as the applica- 
tion blank, the interview, and tests. Many 
forms are used in the discussion. Perhaps the 
best part of the book deals with the interview 
and testing as a means of selecting salesmen. 
The manual affords an excellent short, con- 
cise explanation of the problems involved, 
with suggestions leading to improved methods 
of selecting salesmen. 

Paul E. Smith 


Display for Profit, reprinted from 
Building Supply News. Chicago: 
Industrial Publications, Inc., 1953. 
$2.50. 


This 96-page publication, largely composed 
of pictures, contains many unusual display 


* Unless otherwise noted, Book Notes were pre- 
pared by T. D. Ellsworth. 
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ideas. Product displays include lumber prod- 
ucts, hardware and tools, garden and lawn 
specialties, plumbing and heating fixtures, 
electrical fixtures and appliances. Other sec- 
tions are entitled, “Ways to Engineer More 
Traffic,” “Model Rooms Mean More Sales 
Appeal.” 


Educators Guide to Free Films, com- 
piled and edited by Mary Foley 
Horkheimer et al. 15th ed.; Ran- 
dolph, Wis.: Educators Progress 
Service, 1953. $6.00. 


This 590-page annotated catalogue includes 
a section on business training films. These 
are usually produced by commercial organiza- 
tions such as Remington Rand, International 
Business Machines, Bell Telephone System, 
etc., and are circulated free of charge. They 
deal with such subjects as duties of a secre- 
tary, dynamic sales management, customer 
relations, accounting and filing methods, effi- 
cient use of the telephone. There is a title 
index, a subject index, and a list of sources. 


Lady, Be Lovely—A Guide to Beauty, 
Glamour, and Sex Appeal, by 
Edyth Thornton McLeod. Chi- 
cago: Wilcox and Follett Com- 
pany, 1955. 205 pages + index, 
illustrated. $2.95. 


Authentic beauty, charm, and fashion in- 
formation from a noted newspaper columnist, 
lecturer, and consultant are the keynotes of 
this well-illustrated book. The author begins 
by taking the mystery out of the word 
“charm” and carefully delineating the atti- 
tudes, characteristics, and mannerisms that 
contribute to this quality. Throughout addi- 
tional chapters on figure, face, makeup, hair 
and hairdo, clothes and colors, the book uses 
a direct “you” approach to the general reader, 


sto 
her 
ad- 
vho 
ail- 
ster 
ted 
our 
in 
us | 
er- 
1a 
eks 
re, 
to 
to 
im 
ion 
ur- 
ore 
se- 
the 
1er 
ng 
nd 
the 
eS- 
|| 


150 JOURNAL OF RETAILING 


and is written in an informal, chatty, easy-to- 
read manner. Lively illustrations point up 
many tips on figure, make-up, hair, and 
clothes. 

Color charts, advice on clothing selection, 
make-up, and hair charts add to the useful- 
ness of the book. Retailers who advise 
customers on any kind of appearance prob- 
lem will find it valuable—whether they sell 
spectacles, half-size dresses, or beauty aids 
for the aging. 

Karen R. Gillespie 


The Shopping Center Versus Down- 
town, by C. I. Jonassen. Colum- 
bus: Bureau of Business Research, 
College of Commerce and Admin- 
istration, The Ohio State Univer- 
sity, 1955. 


This book is an elaboration of the method- 
ology developed by Dr. Jonassen in his earlier 
study of Downtown Versus Suburban Shop- 
ping in Columbus, Ohio. This study applies 
the technique to a study of Seattle, Washing- 
ton, and Houston, Texas, together with a 
further analysis of Columbus, Ohio. 

The author found that parking and trans- 
portation were the two primary disadvantages 
to downtown shopping in the three cities 
studied but that the downtown business dis- 
trict held the advantage over suburban 
shopping centers in sixteen of the twenty- 
three factors affecting business. 

The study reflects the opinions of con- 
sumers in the three cities mentioned. How- 
ever, it does not necessarily follow that it 
portrays the feelings of consumers in any 
single city or the country as a_ whole. 
Teachers, students, and retailers will be in- 
terested in the research methodology as out- 
lined by the author. 

Civic and retail organizations who want to 
find the reasons for the decline of the down- 
town shopping district will find the book in- 
teresting reading. Dr Jonassen makes no 
attempt to suggest a solution. 

Paul E. Smith 


How Expert Salespeople Sell 
(Continued from page 148) 
aiding decision. As the selling phase 
matures, the salesperson’s chief respon- 
sibility becomes customer satisfaction; 
hence he probes the customer’s want 
for additional merchandise, centering 
his main effort on making sure that he 
will be sufficiently satisfied to return 

for future purchases. 

2. Experts demonstrate how to sell: 
Experts demonstrate the use of specific 
words and phrases that produce sales. 
They also demonstrate, as the preced- 
ing paragraphs testify, the degree of 
emphasis that is properly placed on 
such elements of the sales presentation 
as greeting, selling points, facts, and 
suggestion selling. No amount of theo- 
rizing or speculation could possibly pro- 
duce such an accurate description of 
specifically what to say and how and 
when to say it in the process of making 
a sale. 

3. Definition of personal selling in 
stores: Personal selling in stores is not 
entirely focused, as current definitions 
imply, upon the objective of helping 
customers buy. It serves the broader 
purpose of helping customers obtain 
maximum personal satisfaction for 
money spent. 

4. A new and ever-present authority 
on store selling is needed: A contin- 
uous program of research, with the 
findings funneled into training depart- 
ments and thence to salespeople them- 
selves, would serve to improve the 
effectiveness of training, increase the 
incidence of salesmanship training in 
stores, and raise the professional level 
of the selling occupation. 
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Retail Operating Ratios 


This section continues a special service for retailers, which 
appears each year in the fall issue of the JouRNAL oF RETAILING. 
The purpose is to inform retailers about sources and contents of 
analysis ratio reports made available to the trade through various 
channels. In order to make the service as complete as possible, we 

"should appreciate receiving additional reports from any organiza- 
tions publishing them, as well as information from retailers about 
the availability of any reports not mentioned here. 


Facts in Grocery Distribution (1955 
edition). New York: Progressive 
Grocer, 1955, 24 pages. No 
charge. 


The Twenty-Second Annual Progressive 
Grocer Survey showed a 6.2 per cent rise in 
United States food sales. Food-store volume 
climbed to $36,860,000,000, with supermarkets 
doing more than half of the total volume. 

Total food-store sales reached $43,590,000- 
000, in 1954, an increase of 4.8 per cent over 
the preceding year. Biggest gainers were in- 
dependent and chain supermarkets. Store 
construction and modernization continued at 
a good pace, 1,650 new stores being added, 
divided equally between chains and inde- 
pendents. 

Chain food stores (11 or more stores) in- 
creased sales by $910 million in 1954. In- 
dependents (10 or fewer stores) lifted their 
aggregate volume $1,235 million. Independent 
supermarkets now number 10,300, an increase 
of 1,700 over 1953. Small stores (those doing 
less than $75,000 a year) had rough going in 
1954, as they have had for the past several 
years. 

Retail food prices in 1954 averaged 0.1 
lower than in 1953, but increased 115.7 per 
cent over 1941. Approximately 11,500 stores 
operated 100 per cent self-service meat de- 
partments. Frozen-food departments ex- 
panded as sales rose sharply. Frozen-food 
sales now approximate 4 per cent of total 
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store volume, the equivalent of 40 to 50 per 
cent of produce department sales in many 
supermarkets and superettes. Orange juice is 
still the frozen-food leader, but specialities 
like complete meals, fish and meat dishes, 
soups, and baked dishes stood high. There 
was also renewed interest in the prepackaging 
of produce. 


Fairchild’s Financial Manual. New 
York: Fairchild Publications, Inc., 
1955. $10.00. 


As in preceding years, this twenty-eighth 
annual issue contains the year-end financial 
statements of 350 leading organizations in the 
textile, apparel, merchandising, and related 
fields. 

The listings include the reports from de- 
partment stores, specialty stores, home fur- 
nishings stores, variety stores, mail-order 
houses, apparel and accessories firms, shoe 
manufacturers, textile corporations, and ho- 
siery and knitwear firms. The financial state- 
ments cover net sales and net profit for the 
past eleven years; assets and liabilities 
broken down for the past two years; statisti- 
cal summary; and the number of stores in 
chain groups. Names of all officers and di- 
rectors of each organization are included. 

The 1955 manual contains 111 pages and is 
9” by 12” in size, bound in hard paper cover. 
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Hotel Operations in 1954. New York: 
Horwath and Horwath, 1955, 47 
pages. No charge. 


In this twenty-third annual study of hotel 
operations, 100 hotels in 50 cities are in- 
cluded. The same three general groupings 
are covered as in previous years (according 
to number of rooms) so that comparative fig- 
ures will be meaningful. The majority of op- 
erating ratios are from hotels that have par- 
ticipated in the annual survey since 1935. 

In 1954 the hotel industry earned 6.53 per 
cent on the fair value of the property. Nearly 
30 per cent of this was paid out for income 
taxes so that the net return was 4.61 per cent. 
Offsetting the decrease in earnings from 7.16 
per cent in 1953 was the elimination in 1954 
of the excess profits tax; consequently net 
earnings were approximately the same as in 
1953. 

In 1954 payrolls took a higher proportion 
of the hotel’s income dollar than ever before. 
Overhead costs of administrative and general 
expenses, advertising and promotion, heat, 
light, and power were higher than 1953 levels. 


The Lilly Digest (twenty-third annual 
edition of retail drugstore in- 
come and expense statements for 
1954). Indianapolis: Eli Lilly and 
Company, 1955. 


This year’s report covers the statements of 
1,621 retail drugstores, arranged for the first 
time according to geographical sections. This 
is also the first edition to report average 
sales in excess of $100,000 per year. 

Average sales in Lilly Digest drugstores 
continued to rise during 1954. Total sales 
for the 1,621 stores averaged $101,881, the 
highest figure ever reported. However, the 
increase in total expenses resulted in a de- 
cline in net profit. Thirty one per cent of 
the stores reporting had a net profit of 7.5 
per cent of sales or more. 

The last pages of the report contain blank 
forms for the store operator to report his 
own figures and compare them with the 
Lilly Digest stores. 


National Directory of Discount Deal- 
ers. 2d ed.; New York: Hoge, 
Farrell, Inc., 1955, 64 pages. $9.95, 


Complete listing by states and cities. Also 
lists those companies that offer free cata- 
logues and those that provide catalogues at a 
nominal charge of 25 cents to a dollar. 

In the introduction, reprinted from the 
New York Post, Sylvia F. Porter points out 
that there are now over 10,000 discount 
houses operating in America, five to ten times 
more than before World War II. In New 
York City alone, an estimated 1,000 are oper. 
ating—double the number in existence only 
three years ago. Miss Porter says that the 
way discounting “is mushrooming all over 
our land suggests it may set off an explosion 
that will revolutionize retailing in coming 
years. ... America’s manufacturers have 
loads of goods to sell today and they will sell 
them—if they can. Publicly the manufac- 
turers may shake their heads in anger. Priy- 
ately, they cannot be so angry—for the goods 
are reaching the discount houses.” 


1954 Merchandising and Operating Re- 
sults of Departmentized Stores, by 
Raymond F. Copes. New York: 
National Retail Dry Goods Associ- 
ation, 1954, 304 pages. $9.50 to 
members, $14.50 to nonmembers. 


This year’s report, the thirtieth one of the 
series, is based on the largest sample yet, 
representing 479 stores, with an aggregate 
volume of $4.5 billion. As in last year’s re- 
port, the new philosophy of departmentaliza- 
tion is continued, and electronic equipment 
was again used in the development of retail 
statistical data. 

Data is grouped as usual by sales volume 
groups and by Federal Reserve Districts. 
There is also a section on publicity expense 
data—in 1954 as compared to 1953. The 
special study of home furnishings departments 
begun in 1953 is continued. 

Mr. Copes is general manager, Controllers 
Congress, National Retail Dry Goods 
Association. 
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1954 Furniture Store Operating Ex- 
periences (twenty-second annual 
report). Chicago: National Re- 
tail Furniture Association, 1955, 
32 pages. Free, exclusive to 
N.R.F.A. members. 


This report covers more individual ratios 
than usual for 6 sales volume groups and 12 
geographical area groups. It shows a decline 
in net profit as per cent of net sales for the 
fourth year in a row for the typical furniture 
store. In contrast to 1953, large stores made 
the best sales showing in 1954. 

In comparison to an average decline of 2.66 
per cent for large stores, medium-size stores 
experienced a drop of 5.79 per cent in sales, 
and small stores a decline of 5.12 per cent. 
Within each size group, however, there were 
marked differences in the sales volume 
changes of individual stores. For example, in 
the medium-size store group the middle half 
of the reporting stores ranged from a decline 
of 13.19 per cent in sales to an increase of 2.95 
per cent. 

An analysis of gross margin and total oper- 
ating expense rates by geographic areas for 
all reporting stores with over $200,000 sales 
indicates considerable variation by regions. 
The East North Central region (Ohio, Indi- 
ana, Illinois, Michigan, and Wisconsin) 
showed both the highest average gross mar- 
gin, 39.92 per cent, and the highest average 
total operating expense rate, 40.15 per cent. 
In contrast, the lowest average gross margin 
rate of 36.57 per cent was shown in the 
Pacific Coast region, and the lowest expense 
rate of 36.61 per cent was shown in the 
South. 

Administrative expenses for all three 
groups were similar: 11.09 per cent for large 
stores ; 11.98 per cent for medium-size stores; 
and 11.96 per cent for small stores. Differ- 
e-ces among the three store-size groups were 
most marked in the handling, advertising and 
publicity, and selling functions. The larger 
the store volume, the greater the percentage 
of the sales dollar typically required to cover 
advertising, publicity, and selling functions. 
The small-store group showed the highest 
expense rates for occupancy and delivery 
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functions. Also, in the typical small store 
total salaries and wages made up slightly 
more than half of the total expense. Rental 
expense and utilities cost combined accounted 
on the average for more than one eighth of 
the total expense. The average store under 
$200,000 sales volume spent somewhat less 
than 3 per cent of sales for advertising. 


1954 Operating Statistics (retail jew- 
elry store survey, operating costs 
study). Prepared by American 
National Retail Jewelers Associa- 
tion. New York, 1955. 


This study continues the series of studies 
begun in 1919 by the American National Re- 
tail Jewelers Association. It is based on the 
operating figures and experiences of nearly 
250 jewelry stores throughout the country, 
the majority doing more than 50 per cent of 
their business under cash terms. Stores are 
grouped according to annual sales volume 
but not according to geographical areas, since 
the variations of profit and expense ratios be- 
tween geographical regions of the country 
were not considered sufficiently pronounced 
to have statistical significance. 

The compiled statistical information re- 
vealed that the typical jewelry store had an 
annual net sales volume of approximately 
$87,000 in the fiscal year 1954. The cost of 
goods sold accounted for 57.7 per cent of the 
net sales volume. This allowed a gross mar- 
gin of 42.3 per cent with which to meet oper- 
ating expenses and obtain a net profit. The 
typical net profit was 3.2 per cent. 


1954 Retail Hardware Survey, by 
Harry A. Harlan. Indianapolis: 
National Retail Hardware Associ- 
ation, 1955, 4 pages. No charge. 


The operations of over one thousand stores 
are reported in this survey, showing a decline 
in sales from 1953. Gross profit on sales con- 
tinued to improve, but net profits were below 
1953 and at a ten-year low. The average net 
profit on sales was $3.30. Salaries represented 
17.75 per cent of the cost of doing business ; 
rent and utilities 3.20 per cent; advertising 
1.40 per cent. 
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Operating Results of Department and 
Specialty Stores in 1954, by Mal- 
colm P. McNair. Bureau of Busi- 
ness Research Bulletin 143. Bos- 
ton: Harvard University Graduate 
School of Business Administra- 
tion, 1955, vi + 66 pages. $4.00. 


In general structure and content, this 
thirty-fifth annual report of the Harvard 
Series parallels the approach of last year in- 
stead of the reports of earlier years. That is, 
it continues the transition from the old ex- 
pense classification, formerly used, to the new 
expense classification of the Controllers’ Con- 
gress of the National Retail Dry Goods As- 
sociation in its Standard Expense Account- 
ing Manual. As in the preceding 34 annual 
reports of the Harvard Series edited by Pro- 
fessor McNair, Section I presents a summary 
of 1954 results and current trends; Section 
IV provides some special analyses covering 
branch-store effects, Lifo results, geographic 
region comparisons, breakdown of sales trans- 
actions according to terms of sales, and em- 
ployee and store hours. One special analysis 
formerly in this section, on spring and fall 
seasons, has been omitted. 

Somewhat surprisingly, the report shows 
department-store results in 1954 fully equal 
to the 1953 performance. After a drop in the 
spring season, sales came up strongly enough 
in the second half to make a 2 per cent gain 
for the year ending January 31. Gross margin 
held steady at 36.4 per cent, and total expense 
was kept in check at 33.8 per cent. Hence, 
after the usual adjustment for net other in- 
come, the net gain before taxes was virtually 
unchanged at 5.2 per cent, and this figure was 
split fifty-fifty between the federal tax bite 
and the final reported earnings. Thus 1954 
was the fourth year of a hitherto unparalleled 
stabilization of department-store earnings in 
the narrow range between 2.3 per cent and 
2.65 per cent of net sales, a level lower than 
that of any year in the preceding decade. 

The reporting stores showed a 2 per cent 
rise in sales. There was little change in 
credit versus cash business. Leased depart- 
ments increased slightly. 

Professor McNair is Lincoln Filene Pro- 
fessor of Retailing at Harvard University. 


Operating Results of Limited Price 
Variety Chains in 1954, edited by 
Lawrence R. Robinson. Bureau of 
Business Research Bulletin 144. 
Boston: Harvard University 
Graduate School of Business Ad- 
ministration, ca. 1955. $2.00. 


This analysis is the twenty-fourth in the 
series of studies by the Harvard Bureau of 
Business Research of the sales, margins, ex- 
penses, and profits of limited-price variety 
chains. Some of the statistical series pre- 
sented in this bulletin provide comparisons 
beginning with 1929. 

An aggregate increase in net sales of 1.1 
per cent was reported by 44 chains that 
furnished data for both 1953 and 1954. As 
in 1953, improved sales volume was obtained 
mainly through the opening of new stores, 
Among 12 broad merchandise classifications, 
the most vigorous sales performances were 
recorded for jewelry miscellaneous lines and 
drygoods and domestics. Sales also increased, 
though only slightly, for stationery, confec- 
tionery and nuts, soda fountains, luncheon- 
ettes and restaurants, and apparel and acces- 
sories. Sales dipped below 1953 figures for 
the five other merchandise categories. 

In the Foreword to the present volume, 
Malcolm P. McNair, Lincoln Filene Profes- 
sor of Retailing at Harvard, reports that the 
number of concerns taking part in the survey 
was at a high level, with usable reports re- 
ceived from 50 chains operating 6,410 stores 
and representing approximately 86 per cent 
of this type of retail business in the United 
States. Additional tabulation this year pre- 
sents data on warehousing costs and ware- 
house rate of stockturn. For the second year, 
some data are offered on the extent of self- 
service operations in variety chains, and for 
the third year a separate tabulation showing 
segregated results for the soda fountain, 
luncheonette, and restaurant business. 


Supermarket News—Food Industries 
—Financial Manual. New York: 
Fairchild Publications, Inc., 1955. 
$10.00. 


This first financial manual in the super- 
market food industry introduces a new serv- 
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ice for members of this industry. It contains 
the year-end financial statements of nearly 
300 leading organizations for which such 
information is available. 

In form, this manual parallels the service 
offered in Fairchild’s Financial Manual, now 
in its twenty-eighth year of publication and 
covering the textile, apparel, and retail in- 
dustries. 

The 1955 food industries manual covers 
reports from leading retail, wholesale, and 
manufacturing firms. These organizations 
are grouped in 18 classifications, including 
groceries, beverages, dairy items, fish prod- 
ucts, fruits and vegetables, meat packing, 
soap, and paper products. 

The financial statements cover net sales and 
profit for the past decade, assets and liabili- 
ties broken down for the last two years, and 
statistical summary. Names of all officers 
and directors of each organization as well as 
a listing of subsidiary companies are included. 

The manual contains 114 pages, is 9” by 
12” in size, and is bound in hard paper cover. 


Retail Jewelry Store Survey, Operat- 
ing Cost and Method Study (1954 
operating results, American Na- 
tional Retail Jewelers Associa- 
tion). New York: Retail Jewelers 
Association, 1955. 


In this year’s report, 246 stores are rep- 
resented, with an average volume of $88,000. 
Cost of goods sold was 55.7 per cent. Net 
profit after taxes was 2.5 per cent. 

Most tabulations are the same as in preced- 
ing years, but for the first time since the 
annual study was inaugurated, information 
has been compiled by city size groupings. 


The Super Market Industry Speaks, 
1955 (the seventh annual report, 
by the members of Super Market 
—- Chicago: The Institute, 
1955. 


This report covers the operating figures of 
358 member companies, comprising less than 
2 per cent of all grocery stores in the United 
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States and accounting for 18 per cent of all 
United States grocery store sales in 1954. 
The minimum annual volume requirement for 
participation in the survey has been increased 
from preceding years to $1,000,000, a change 
that must be kept in mind when studying 
comparative figures. 

The S.M.I. member companies achieved an 
average sales gain of 15 per cent over 1953. 
The meat department accounted for 25 per 
cent of sales, the produce department for 11 
per cent, the grocery and other departments 
for 64 per cent. Typical sales per square foot 
of selling area were $3.64. 


Twenty-sixth Annual Business Survey, 
National Association of Retail 
Clothiers and Furnishers, com- 
bined with Eleventh Annual Men’s 
Wear Magazine Survey of Oper- 
ating Experience. Published as 
part of the 1955 fact issue of 
Men’s Wear magazine. New 
York: Fairchild Publications, Inc., 
1955. 50 cents. 


In 1954 sales in men’s wear stores as a 
group were down slightly from 1953. Stores 
in the Northeast showed the greatest relative 
sales loss, with a drop of 4.8 per cent. Stores 
in the Southeast, Southwest, and West 
showed sales gains over the previous year 
ranging up to 2.9 per cent. Size of the store 
had relatively little effect on the over-all 
sales picture. On the whole, operating ex- 
penses were up sharply, and net profit was 
down. 

The format of the 1954 report resembles 
that of previous years, with the following 
tabulations being added: (1) Practices of 
Men’s Wear Stores in Charging for Alter- 
ations at Beginning and End of 1954; (2) 
Percentages of Men’s Wear Alterations by 
Sales Volume Groups; (3) Percentage Dis- 
tribution of Men’s Clothing Sales in 1954, by 
Merchandise Line; and (4) Per Cent of In- 
ventory Over One Year Old, by Line. 

The survey was prepared for Men’s Wear 
magazine by the Research Division of New 
York University. 
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Impact of Ohrbach’s on Shopping 
Traffic 

(Continued from page 114) 
the shoppers leaving this general area 
to do additional shopping elsewhere. 

These results, of course, portray the 
shopper patterns in the 34th Street- 
lower Fifth Avenue areas for 1955 
solely for the sample of shoppers de- 
scribed ; they are not to be interpreted, 
in any way, as indicative of the trends 
reflecting the characteristics of the over- 
all metropolitan population or for any 
other time than the specified one— 
spring 1955. 

They can be, however, of vast assist- 
ance in gauging the habits and opinions 
of shoppers at a certain time in two 
certain places. They portray concisely 
and clearly any changes that have taken 
place in these variables since the past 
year, and they may guide the thought- 
ful retailer toward effective changes and 
adaptations if his merchandising poli- 
cies capitalize on the findings. It is 
through the intelligent manipulation of 
data gleaned from such research that 
the circumspect, alert retailer of 1955 
attempts to boost profits, satisfy cus- 
tomers, and do a better job in his 
profession, 


The Responsibilities of Bigness 
(Continued from page 118) 

The big retailers should always bear 
in mind that they are privileged to do 
business by the sanctions and institu- 
tions of a free economy. They do not 
need trade commissions to tell them 
when they are competing fairly and 
when they are throwing their weight 
around. Weight-throwing eventually 
leads to laws that try to regulate the use 
and misuse of power. When. these 
regulations are passed, the retailers 


scream about the deplorable misuse of 
the power of government. The deplor- 
able part is that the regulations became 
necessary in the first place. For regula- 
tion leads to more regulation, more 
regulation leads to control. Controls 
multiply until the very freedom that 
allowed the big companies to become 
big is threatened by total control. 

Here is the greatest responsibility of 
all for the big retailer. If by his actions 
he makes it necessary to impose regula- 
tions, he is opening the door that has 
always led to totalitarianism. His re- 
sponsibility here is primarily to him- 
self, but it is also a responsibility to all 
the citizens who are not big. Where 
bigness exists, the small are dependent 
upon the great to protect a way of life 
that makes it possible for all to grow 
together. 

Society has permitted bigness in its 
business organizations. This bigness is 
a privilege ; it is not a right. Big busi- 
nesses have a right to become big. They 
do not acquire the right to use that big- 
ness in any way they see fit. Instead 
they acquire responsibilities in the use 
of that bigness. 

They have a responsibility to be more 


productive so that there will be more ! 


for all to share. They have a responsi- 
bility to lead in re-establishing the dig- 
nity of the individual who tends to be- 
come small where bigness exists. And 
they also have the greatest of all modern 


responsibilities: that of using their | 


bigness to promote the true freedom of 
enterprise. 

Freedom of enterprise means the 
existence of those sanctions and insti- 
tutions that permit bigness. In bigness 
there exists power to strengthen or to 
destroy, depending on its decision to 
accept or to ignore its responsibilities. 
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